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Second 


Shaping the Schuman Plan 


ROM the moment of its first announcement, the Schuman Plan 
has been treated as a political rather than an economic initiative. 
This is partly due to the controversy on the highly political question 
of national sovereignty which at once arose between London and 
Paris. But it is not due to this alone ; the authors of the Plan them- 
selves presented it as a means of contributing to the solution of an 
eminently political problem, the long-standing and mutual fear 
between the French and German peoples. It is thus only natural 
that it is on the political aspects of the negotiations that have been 
going on in Paris between the six participating countries (France, 
western Germany, Italy, Holland, Belgium and Luxembourg) that 
public curiosity has mainly concentrated. Everyone has wanted to 
know to what extent the French delegation has been able to maintain 
its original proposal for a definite surrender of national sovereignty. 
As matters stood when the Paris negotiations were adjourned for the 
delegates to report home, the answer would be that there has been 
some retreat from the simplicity of the original proposal for a High 
Authority independent of political control, but not nearly as much 
retreat as would be necessary to appease the original critics of that 
proposal, especially the British Government. On one issue there has 
been dogged resistance—no one Government is to have a veto over 
what the High Authority can do within its territory. The effort to 
retain this principle, and yet to recognise that the High Authority 
cannot be utterly uncontrolled, has led to the devising of a constitution 
complex enough to do credit to the abbé Siéyés. There are to be no 
less than four main organisations: the High Authority itself, of 6 to 9 
members named collectively by all the governments on a basis of indi- 
vidual qualities without national representation ; a Common Assembly 
of delegates from the national parliaments, whose main duty will be to 
consider the annual report of the High Authority, with power to 
impeach the whole Authority but not to interfere with its decisions ; a 
Council of Ministers, with no powers of general control over the High 
Authority, but with powers (as yet ill-defined) to make recommenda- 
tions on certain specific issues ; and finally a Court of Justice, whose 
duty, in principle, will be to see that the High Authority conforms to 
the letter of the treaty, but which may well find itself straying from 
defined legalities into the more disputable ground of economic expe- 
diency and commercial judgment. 

To picture how such a structure would actually work in practice 
would strain the most versatile imagination. So much depends on 
definitions and personalities. One is tempted to make the criticism 
that the famous principle of the pooling of sovereignty has been turned 
into a negative rather than a positive thing ; that there has been more 
anxiety to take their present powers away from governments than to 
convey them intact to anyone else ; and that the checks and balances 
provided are rather ominously reminiscent of the doctrine of 
the separation of powers, which so easily becomes the frustration of 
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powers. But the initiative remains clearly with the High 
Authority, and, after all, the First Consul made even 
Siéyés’s constitution work. If the High Authority can 
proceed with a Bonapartean mixture of firmness 
and moderation—rather than with Napoleonic arbitrari- 
ness—the system will work. But the same qualities 
might equally make an inter-governmental scheme work. 


Theory of the Single Market 


But what does “ working” mean? When the powers 
have been settled, what is the Schuman Plan to do? Its 
original merits may be political, but it will redeem itself, 
er not, by its economic performance. The whole busi- 
ness will be a sad disappointment unless, in the end, 
something is done to the coal and steel industries of 
western Europe that can be counted as a benefit to 
the public interest. It is astonishing how little 
public discussion there has been of this central issue. 
Most of it has consisted of simple assertions that the 
replacement of six or more small national markets for 
the products of heavy industry by one large market must 
conduce to higher efficiency, lower costs of production 
and lower selling prices. This argument is very 
strongly held by many influential Americans, particu- 
larly in the Economic Co-operation Administration. It 
is indeed natural for Americans to point to the undeniable 
fact that much of their own matchless industrial pro- 
ductivity is due to the development of a virgin land as 
one market. 


It does not follow quite so simply that what was done 
in one continent in one century would have the same 
results in another continent in another century. A great 
part of the success of the American experiment lay pre- 
cisely in the fact that it was a virgin country ; Europe 
already has its national industries. If a larger market 


_ has virtues in comparison with a smaller, it must be 


because it permits of larger units of production and a 
greater degree of specialisation and division of labour. 
If Europe had no heavy industries and they were 
developed on these lines from the start, they would 
doubtless be more efficient than what does in fact now 
exist. But since the existing plants are there, it would 
be bad economics, as well as most unpopular politics, to 
scrap them and start again. It follows, not that there are 
no virtues in having a large market, but that they would 
only emerge in Europe slowly, as new construction was 
located in the most economic places and designed in the 


most economic forms that large-scale production 
permitted. 


There is a second qualification that must be made 
to the theory of the single market. A large market will 
not bring about the economic location of industry or 
concentration on the most efficient producer if it is 
cartellised or controlled. The essential characteristic of 
the American market—certainly in its formative years 
and to a large extent still today—is not only that it is 
large, but that it is so strongly competitive. It may or 
may not be possible to create a large market in Europe ; 
but is it possible to create conditions of real competition, 
in which the most efficient producer is allowed to expand, 
and the high-cost producer, and his employees, go to the 
wall ? It is, to say the least, highly doubtful. What is 


_ certain is that competitive conditions cannot be created 


simply by sweeping away national customs barriers. It 
may have been true in the nineteenth century that import 
duties were the chief obstruction to the fluidity of 
demand and supply ; it is certainly not true of Western 
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Europe today. Nor is it the result of the wickedness o 
stupidity of governments. It is in the main a response 
to the basic desire of the ordinary man for security in 
his job, or at least in his trade and locality. It may be 
true that he could produce more if he would move to 
another trade and a strange place. But he does no; 
want to move ; and he uses his vote to ensure, so far as 
he can, that he does not have to. This is not a national 
passion, which could be exorcised by making all peoples 
one ; it operates within every economy, national or inter- 
national. Nor is it an aspect of Socialism ; it was a 
Conservative government which induced Messrs Richard 
Thomas to build their strip mill at Ebbw Vale rather 
than in the most economic location. The theory of the 
single market, if it is to be valid, must be re-phrased in 
terms of the single competitive market, and the addition 
of that word makes it a very much more difficult thing 
to accomplish. Any plan whose merits repose upon the 
creation of a single market must be judged not only— 
not even mainly—by the progress it would make in 
sweeping away barriers to international trade, but chiefly 
by the proposals it makes for restoring competition 
within its single market. 


Abolition of Tariffs 


This analysis is strikingly borne out by the results that 
have so far been achieved in the Schuman negotiations. 
The conference divided itself into five committees, of 
which the first concerned itself with the “ institutional ” 
questions, which have already been discussed. The 
fourth and fifth, concerned with wages and social ques- 
tions and with the definition of exactly what is meant 
by such terms as coal and steel, have not yet reached 
any conclusions of which details are available. The 
two main economic committees were the second, 
on commercial and tariff policy ; and the third, on prices, 
production and investment. The fact that, in the time 
available, the second committee has been able to reach 
reasonably precise conclusions, while the third 1s 
still apparently at an early stage of its labours, is a reflec- 
tion of the fact that it is the questions of prices and 
production—in short, of the degree of competition—that 
are the really difficult and important ones. 


This does not mean that the decisions on commercial 
policy are insignificant. They are, in fact, much more 
far-reaching than might have been expected. It has been 
decided—subject to what the six governments may have 
to say—that all import duties and quota restrictions on 
coal and steel, as between the six participating countries, 
shall be suppressed at one blow instead of progressively. 
In this sense, the “ single market ” is to become a reality 
within a few months after the treaty, now in the course 
of drafting, is ratified—though one of the undecided 
questions is whether the single market shall extend to the 
overseas possessions of members. There is also to be, 10 
due course, a common tariff on coal and steel products 
round the six countries ; it is apparently the intention 
that there shall be no imports of steel into the area and 
that imported coal shall not have a competitive advantage 
anywhere in the area over coal produced within it. 


The abolition of duties will, of course, raise questions 
of the most-favoured-nation treatment guaranteed 
existing commercial treaties, both the network of bilateral 
treaties and also multilateral engagements such as the 
General Agreement on Tariffs and Trade (GATT). 
Perhaps the negotiators are over-confident that, by Pr 
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senting a common front, they will be able to get over 
these hurdles. Non-participating countries—specifically 
Great Britain—will hardly be anxious to abandon their 
most-favoured-nation rights, nor can they be compelled 
to do so, unless a “common front” by the Schuman 
nations means, as it hardly can do, a willingness by all 
of them to denounce their existing commercial treaties 
with Great Britain. Nor has anything emerged about 
the effect that such behaviour would have on their 
exports to the world at large—indeed, the whole subject 
of exports appears to have been somewhat neglected. 


There may, therefore, be rocks ahead on the path to 
the single market. But it is a considerable achievement 
to have secured the agreement of the six countries to the 
suppression of tariffs and quotas as among themselves. 
Its effects—if it comes about—should not be underrated. 

ut though it is an essential preliminary to the creation of 
1 single competitive market, it is not in itself decisive. 
After all, the most restrictive and anti-social cartel could 
also afford to dispense with customs duties and import 
quotas, since it would make its own arrangements for the 
division of the market. 

Price Policy 

The core of the whole scheme, in fact, lies in what will 
eventually emerge from the third committee. There is 
much here that is still very vague. But it must be said 
to the credit of the negotiators that, under French leader- 
ship, they are making a genuine effort to stick to the ideal 
of a single price for each product to all purchasers and 
complete freedom for each purchaser to buy from whom 
he will. It is, of course, recognised that these conditions 
cannot be created at once and that there must be a period 


of transition. But so far as intentions can secure the 
result, the transition will be a short one. 


Everything, of course, turns on the prices that will be 
fixed. It is clearly the intention that prices will be 
fixed well below the costs of the least efficient 
producers, for provision is made for a number of 
equalisation funds (caisses de péréquation) out of which 
subsidies will be paid to those producers who cannot exist 
on the prices fixed. There is to be a separate fund for 
each country, fed in equal proportions by a levy on pro- 
duction and by government grant. In the first year, these 
subsidies are to cover go per cent of producers’ needs, but 
thereafter the proportion is to diminish rapidly. If a 
producer cannot adjust itself sufficiently quickly to the 
common price, then assistance is to be provided either for 
re-equipment or else for a complete change of activity, 
including the re-training of the workers and their main- 
tenance during the transition. This help would be pro- 
vided by the High Authority out of the proceeds either 
of levies on sales or out of the loans that it should be 
able to raise on favourable terms. 

The theory is thus of a price fixed to cover the costs 
of the more efficient producers plus a loading to cover 
the costs of either re-equipping or sterilising the less 
efficient producers. It is, in theory, a genuine attempt 
to reproduce within the planned economy the pressures 
that laisser faire exerts towards the expansion of the 
efficient and the removal of the inefficient. It is an 
attempt to secure the virtues of competition without its 
cruelties. As such it is a t improvement on the 
enforced stabilisation of ee, tatus quo that has 
too often been the fruit of the planned economy. 

Nevertheless, one cannot: help feeling doubtful about 


the degree of success that such an estimable theory 
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would have in practice. The doubts fall under three 
heads. First, would the High Authority in fact be free 
to pursue the policy as, in theory, it should be pursued ? 
Everything depends upon fixing a relatively low price 
and rapidly reducing the rate of subsidy. But the fact 
that the governments will have to contribute half the cost 
of the subsidies will ensure heavy pressures for fixing a 
relatively high price. And it does not require much 
imagination to foresee the special reasons that will be 
adduced for postponing the annual reductions in the rate 
of subsidy. The whole scheme, without great courage 
on the part of the High Authority, could rapidly 
degenerate into a guarantee fund for inefficient pro- 
ducers, and if the consumer got his steel any cheaper, it 
would only be because he was called upon to pay more 
in taxes. 


Secondly, although a scheme of this sort would be 
difficult to administer within any one country, it would be 
much more difficult internationally. There is to be a 
separate equalisation fund in each country, and no pro- 
vision seems yet to have been made for equalisation 
between countries. This is, at once, a serious derogation 
from the theory. Moreover, equalisation as between 
countries brings up the whole question of differing wage 
levels, which has been found so delicate that no sum- 
maries of the fourth committee’s work are being issued 
for the present. And if the working of the single market 
looked like bringing about a marked transfer of produc- 
tion from one country to another, the government of the 
losing country would be almost certain to intervene on 
grounds of national safety. There is, in fact, provision 
for special levies to prevent just such transfers, which is 
certainly necessary on political grounds, but is hardly in 
accordance with the theory of the free market. 


Thirdly, a scheme such as this can be imagined to 
work satisfactorily only in “ normal” conditions, when 
productive capacity is in excess, but not largely in excess, 
of demand. In a period, such as rearmament looks like 
bringing back, of chronic shortages, there is no question 
of closing down inefficient producers, or of bringing pres- 
sure to bear on them to do anything but go on producing, 
at almost any cost. And contrariwise in a period of 
slump, the working of a scheme such as this would require 
the loading on top of the “economic” price of quite 
impossibly heavy levies if every existing labour force was 
either to be maintained or transferred to non-existent 
other jobs. This is, indeed, a basic criticism of any 
attempt, national or international, to plan a particular 
industry, especially a highly cyclical one, without 
reference to the general economic climate. Whether or 
not that climate can be controlled by any human agency, 
it will certainly not be susceptible to control by the High 
Authority of the Schuman Plan. 


On all these questions there is, therefore, a great deal 
more thinking to be done. The scheme, as it is taking 
shape, is a very French conception, with an eloquent 
statement of admirable general principles, but increas- 
ingly vague the nearer it approaches practical applica- 
tion. Perhaps the only judgment that can usefully be 
pronounced at this stage is to express satisfaction at the 
total absence from the documents thus far emerging of 
any of those restrictive proposals that were expected by 
those who thought the Schuman Plan would be “ just 
another cartel.” The intention to cheapen and expand 
is beyond question. The Schuman Plan’s heart ts in 
the right place ; what is not yet clear is whether its feet 
are on the ground. 
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Watch on the Elbe 


T last all the talk about what the Germans of the 
west might be allowed—or asked—to do towards 
defending themselves is coming out into the open. As 
has happened so often in Germany, events have over- 
taken and passed policy. While the occupation powers 
cautiously dotted the i’s and crossed the t’s of a pro- 
nouncement which would give the Federal Republic a 
less modest police force, the Council of Europe heard 
Mr Churchill asking for a European army in which there 
would be German contingents, and German representa- 
tives protesting that they want no independent army, 
but might contribute to a European one. While Mr 
Shinwell has been reaffirming the Goverment’s opposi- 
tion to German rearmament, the Deputies of the North 
Atlantic Council have been adding up the number of 
divisions needed to prevent Germany being overrun, and 
have found that they are much more than what is being 
offered. The Chancellor of Western Germany has asked 
to be given the counterpart of the “ people’s police ” in 
Eastern Germany. Clearly self-defence for democratic 
Germany is no longer ruled off the agenda. That is a 
good thing ; for the question lies heavy on the minds of 
most thinking people in Europe, and it causes fear as well 
as argument. 

The important thing to decide now is what precisely 
Western Germany is to be defended against. If it is 
assumed that the threat is of an aggressive attack by 100 
Soviet divisions in the near future, then the problems of 
defending Germany and of defending Western Europe 
merge into one. Against any military attack of this kind 
the main burden of immediate defence rests—and will 
continue to rest for four or five years—on the Americans 
and the British. But the self-interest of the Soviet 
Government, hard economic facts and logic—even the 
logic of the Kremlin—suggest that Stalin would regard 
such a method of winning Germany as dangerous, crude 
and extravagant. The more practical question is: could 
Western Germany be attacked and won by proxy, with- 
out a platoon of the Red Army moving, either by the 
Korean method or by some other method which Com- 
munist ingenuity might devise ? The answer clearly is 
Yes. It is not only possible—indeed probable ; the Com- 
munist leaders of Eastern Germany are avowedly pre- 
paring to do it. Backed by the famous telegram of last 
October, in which Stalin assured them that the German 
and Soviet peoples “ possess the greatest potentials in 
Europe for accomplishing great actions of world import- 
ance,” they are appealing to the Western Germans to 
join in a movement of “ national resistance ” against the 
occupying powers in the west. The National Front (the 
Jatest activities of which are described on page 416 of 
this issue) is to be the setting for a joint effort by the 
Socialist Unity (Communist) Party of the East and all 
“ patriotic” Germans who wish to “liberate” their 
country. There is clear evidence that strikes, sabotage 
and active resistance to the occupation 
Americans are singled out—will be attempted. Grote- 
wohl has publicly declared that there will be a resistance 
movement and that an explosion must come. When he 
says that, he knows that in the West hear him 
and think of the 50,000 fully trained and equi guard 
treops that he has behind him, the Berei ; 

Thus notice of what is coming has been served on the 


occupying powers. There is no sign that the Westem 
Germans will take the National Front seriously unless 
it looks like succeeding. They realise that a straight 
imitation by Grotewohl of the tactics of the North 
Koreans is unlikely ; because it would run headfirst into 
superior allied forces of highly trained troops and air 
forces. But they cannot feel certain—indeed, nobody 
can—that joint action by the East Germans and by well- 
organised supporters in Western Germany could not 
take a form in which the occupying forces would be at a 
disadvantage—not to say at a loss. Korea has shown the 
great difficulty of distinguishing friend from foe in an 
occupied country. Five years of occupation have shown 
the impossibility of controlling movements across the 
border between Western and Eastern Germany. The 
future may see forces now dormant in Western Germany 
turning agatnst the occupation because their idea of the 
equality of status to which they are entitled may not be 
that of the Americans, the British and the French. If— 
as is not impossible—there is some withdrawal of Soviet 
troops from the eastern zone, Communist propaganda 
could make great play against the Americans with the 
demand “ Ami, go home.” The stage would be set for 
what is regarded in the Communist doctrine as a “ war 
of liberation,” which means civil war with help from 
Moscow. 
* 


If this is the real threat—and there is no lack of 
evidence that it is—then the approach to the problem of 
letting Western Germany play some part in its own 
defence takes on a special form. Action by the East 
Germans could, of course, be part of a general Soviet 
offensive as well as something quite separate from it. If 
the Russians hoped to overrun Germany they would find 
the Bereitschaften very useful for infiltration. They 
would have the political sense to know that German 
police—even if they are a red imitation of Himmler’s 
Black Guards—would be less distasteful to the Germans 
of the west than the MVD. If the “ war of liberation” 
were conducted by Germans only, the Americans and 
British armies of occupation might be forced into 
measures which would play the Communist game, as the 
Americans on occasions are forced to play the Commu- 
nist game by controlling, searching and otherwise intet- 
fering with South Koreans. An army that fears spies 
and saboteurs on its line of communications will not be 
gentle in its search for suspects. In short, the occupa 
tion forces, which are more and more becoming front- 
line formations for the defence of Europe, might find 
themselves faced with a resistance movement and cafty- 
ing out security duties of a kind which play havoc with 
an army’s dispositions and organisation. 

_ Here, then, is an aspect of the German problem which 
is seldom mentioned in discussions about rearmament. 
Yet it is one of the most serious of all because it is quite 
clearly one that the western governments and forces can- 
not solve on their own. That they are aware of it—or at 
on the need to give the Bonn Government the oe 
to order—is the ions now 

made to allow the cence casei oa to increase 
their police forces. What is to be the scale of that i 
crease and what kind of security forces will it produce ? 
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There is to be an increase of about 10,000 men, which 
would bring the total police force in western Germany 
up to about 95,000. They would be allowed small arms 
but no heavy equipment. They would be at the disposal 
of the central government only in case of serious trouble. 
This proposal, which has caused dismay in Bonn, has 
to be compared with the fact of over 200,000 armed 
police in the Soviet zone, under the direct control of a 
Communist Minister of the Interior. They include the 
Bereitschaften already referred to, which are known to 
have military transport, tanks and artillery, and to control 
airfields. 

The comparison is disturbing to anyone who is aware 
of the mistakes in such estimates made in the past—for 
instance, the complete miscalculation by the Americans 
of the strength of the North Korean army. East German 
strength may be considerably larger; if it is not, it could 
certainly become larger. The young material for it has 
paraded in Berlin at Whitsun, bearing banners showin; 
its readiness for such tasks as “ liberation.” It is hard to 
believe that a police force split up among eleven states, 

enied adequate military training and arms, could cope 
with the emergency which it is the Communist intention 
to create. 

It seems, in fact, only too probable that the occupying 
powers are once again months behind the time. There is 
no immediate question of creating in western Germany 
an army, capable of taking part in real war. That may 
come in time, but two facts prevent it now—the fact 
that the French will not agree to it, and the fact that the 
arms for equipping it could only come out of somebody 
else’s quota. What is now needed is not an army to fight 


{Aen ht AANA OLAS A A AE RTC TSR ONE HEE 


397 


in a total war, but a civil guard or armed gendarmerie 
sufficiently strong to make it clear to the German Com- 
munists and their Soviet masters that it would not pay 
to start a civil war. There are obvious advantages in 
keeping the west German force slightly smaller than the 
eastern force, but not with odds of one to three. It 
should be publicly explained to the Soviet Government 
—which has not replied to Notes of protest about the 
Berettschaften—that the strength of this force will be 
directly related to that of the eastern force and will 
increase if that increases. 

Such measures, to many people in the western coun- 
tries, will seem bold, even rash ; and it is the measure 
of the gravity of the western defence problem that what 
is barely adequate should seem bold and onerous. But 
they are not so bold as the kind of measures that would 
be needed to execute the ideas that have been aired at 
Strasbourg: the idea, for instance, that German contin- 
gents should be integrated with western forces under one 
command. If such ideas are to come to anything in time 
to be useful, the Atlantic Council will have to clarify a 
great deal its conception of collective balanced forces ; 
and the American, British and French Foreign Ministers 
will have to make much clearer, both to themselves and 
to the Germans, precisely how the people of the free 
German Republic are to be convinced that they want 
to be, and can be, integrated with a western partnership 
that is strong enough to protect them. For the working 
out of these ideas, time is still needed—though not much 
can be spared. The urgent thing is to prevent the present 
nucleus of a democratic Germany from disappearing 
under the eyes of the powers that occupy it. 


Democracy in the Works 


NDUSTRIAL democracy has been one of the most 
effective slogans of the social revolution of our times. 
To a greater extent than is often appreciated, it has been 
realised. Like political democracy, of course, it does not, 
in practice, bear much resemblance to the rosy pictures 
that the prophets drew. But at least there has been an 
enormous change in the atmosphere and practices of 
industry in the past generation or so. Cartoonists may 
still depict the old struggle between capital and labour in 
the old terms ; propagandists, for their own purposes, 
may choose to pretend that industrial relations are still 
the old master-and-servant business ; but in fact the 
conduct of the human side of industry is now everywhere 
and in every aspect a matter of consultation. There are 
very few major undertakings indeed which do not consult 
with trade unions or which have not set up the machinery 
of joint consultation. Works councils, production coun- 
cils and, on a national scale, joint consultative councils 
of employers’ federations and trade union leaders exist 
in profusion. Progress in these respects has been particu- 
larly rapid in the past ten years. 
There are several reasons for the change. First, whether 
¢ wants to be or not, the employer today is in no position 
to be a dictator. The power of the trade unions, the scar- 
city of labour, the moral force of an almost universal 
liberal conscience, all prevent him from being the unscru- 
Pulous ogre which figures so prominently in socialist 
mythology. Second, the workers themselves show few 
Signs of striving for the dictatorship of the proletariat. 
Very few indeed—and those few are Communists—are 
secking power for the sake of power ; the great majority 


want security, some say in affairs in which they are 
directly concerned and what they regard as a fair share 
of the material comforts available. There is no general 
desire among the rank and file to assume responsibility 
for running the businesses in which they work ; most of 
them, indeed, dislike bosses who have been promoted 
from among their ranks. In short, the motives of manage- 
ments and workers alike are neither so wicked nor so 
Marxist as has been presumed. 

Yet the results are disappointing. It is not that there 
are many open disputes—outside one or two well-known 
trouble spots—the record of days lost is outstandingly 
good. It is not that there is any fundamental conflict 
between workers and managers, inherent in the different 
positions they occupy. On the contrary, the reconcilia- 
tion of the direct interests of the two parties is, on the 
whole, carried out amicably enough—perhaps too amic- 
ably, since there is a distinct tendency to believe that 
both sides can get what they want at the expense of the 
ultimate consumer, who can be kept in his place by the 
devices of combination or state protection. If there are 
two opposing sides in industry today, it is much more a 
case of management and workers versus the consumer 
rather than one of Capital versus Labour. Six years of 
war and five years of Labour government have served to 
show both employers and workers what they stand to 
gain if they work together. The result has been an almost 
headlong rush to establish industrial democracy—perhaps 
not quite in the sense envisaged by the Webbs, but none 
the less deserving of the name. 

The sense of disappointment comes from the fact that 
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industrial democracy, at least as practised in Britain, 
seems to be such a negative affair. It goes a long way 
to ensure that nobody’s direct interests are hurt, and that 
nobody is pushed around against his will. The worker 
gets a sense of security and of immunity from disagree- 
able surprises ; the employer gets some immunity from 
“Jabour trouble.’ But, save in a few outstanding 
exceptional cases, industrial democracy of this sort has 
the reverse of an inspiring effect on industry itself. It 
contributes to, rather than clears away, the slightly 
soporific, suet-puddingy, vaguely complacent air that 
hangs over far too much of British industry. For all the 
consultation, there seems to be far too little genuine 
enthusiasm for industry as such. The negative questions 
revolving round who gets what out of the proceeds are 
managed fairly smoothly ; what is lacking is the active 
belief that what comes out of the process is directly 
related to what is put in ; there is too much comfortable 
assurance (on both sides) that some mysterious “ They ” 
will pay for the benefits that managers and workers derive 
from industry. Industrial democracy is certainly a good 
thing for the workers, and, perhaps, even better for the 
managers ; what is not yet established is whether it 1s a 
good thing for industry. 


* 


The solvent of these doubts does not, of course, lie in 
trying to build up an attitude of hostility towards indus- 
trial democracy, but rather of breathing into the practice 
of it some of that urgent concern for the dynamic effi- 
ciency of industry which is now lacking. The spread 
of consultation has eaten away much of the harsh disci- 
pline that made industry effective in the past, but it has 
not so far provided a substitute. “ Discipline,” in any 
case, is a dangerous analogy to use in an industrial con- 
text, since it inevitably suggests something unpleasant. 
It would be more accurate to speak of the nerve system, 
by which industry’s decisions of policy get transmitted 
to where they are carried out on the floor of the plant, 
or of the steering mechanism by which the course set by 
the man at the wheel is transmitted to the rudder that 
actually steers the ship. By whatever name it is called, 
labour discipline today is poor. The condition of over- 
full employment has removed the fear of the conse- 
quences of dismissal. Most factories are short of men, 
and a worker who is dismissed from one, whatever the 
reason, can find employment immediately in another. 
Moreover, the feeling of equality on the part of workers 
with managements—whith is a byproduct of joint con- 
sultation—also militates against simple, unquestioning 
obedience to orders. Nor, as Socialists hoped, have full 
employment and joint consultation yet engendered a 
greater sense of responsibility. Private ends, but this time 
more on the part of individual workers, still prevail to 
the detriment of the public good. But, in spite of appear- 
ances, the change is not necessarily for the worse. Blind 
obedience has no place in normal civilian relationships, 
and the sooner it disappeared the better. Unfortunately, 
the attitude of willing, intelligent obedience—one might 
almost say co-operation—which should have taken its 
place, so far exists in only a few firms.- 


The average management is by no means free of blame 
for this state of affairs. For all the care which employers 
have lavished on the machinery of joint consultation and 
on strengthening the new alliance with their workers, 
they have failed to ensure that the new type of leader- 
ship which is required is available at the place where it is 
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wanted—the workshop floor, not the board room. How- 
ever progressive the directors of a firm may be, they can 
achieve nothing unless their foremen and supervisors 
are competent to carry out their wishes. The foreman 
alone of the management side, is in constant daily touch 
with the employees ; he is responsible for putting the 
policy of the management into practice ; he gives the 
orders and sees that they are carried out. And the point 
where orders are given is now very often the weakest 
link in the chain ; it is here that most of the unrest among 
workers has its roots. 


It is difficult to blame foremen as a class. During the 
past fifteen years or so there has been a steady whittling 
away of their responsibilities and powers. Specialists 
have taken over a large number of their functions: the 
order of work is laid down by a planning department, 
piece-rates are determined by a rate-fixing department, 
processes are costed in a cost-office, and in some cases 
even the way of doing the job itself may be decided by 
a methods engineer. Furthermore, the foreman is no 
longer responsible for hiring or firing the men under 
him ; that is now the function of the personnel manager, 
who has also taken over welfare and trade union matters. 
In a large number of firms the foreman is left out of 
works councils and joint production councils, having no 
part in their decisions and usually only hearing about 
them at second-hand from one of the men under him. 
He is also hedged about by shop-stewards who, if they 
dislike him or if they wish to stir up trouble for their own 
ends, can make it almost impossible for him to do his 
work. His position is one of the least secure in industry, 
and changes in wage rates and in direct taxation have 
cut deep into the reward that he gets for his heavy 
responsibilities. The result is that the general standard 
of foremen is low, and few enterprising young men are 
now prepared to accept the position if it is offered to 
them. The wonder is not that discipline is poor, but that 
there is any discipline at all. 


Promoted, in most cases, from the ranks because of 
his proficiency and seniority as a workman, the foreman 
may have little or no ability as a leader of men. His 
training for his new position is usually inadequate, and 
he often has no understanding of the larger organisation 
of the company into which he must fit. He is set apart 
by his position from the workers under him, but he is 
also too often bypassed by managements who are more 
and more inclined to deal directly with the men on the 
workshop floor—thus undermining his influence stil 
further. Yet in the workers’ eyes the foreman is 2ss0- 
ciated with the management ; his faults are blamed—and 
rightly blamed—on the directors and factory managers, 
and there can be no hope of peaceful labour relations 
until those faults are corrected. 


The remedy is self-evident. Foremen should be fat 
more carefully selected—for their leadership rather than 
for their skill. Their training should be the best that their 
firms can afford to give them and should fit them for 
resuming some, at least, of the functions they have lost. 
Given such encouragement, and as much security 4 
possible, the right sort of men may come forward for 
the job ; without the right sort of foremen, labour disci- 
pline, under present conditions, is bound to deteriorate 
still further. The first step towards improving labour 
relations and cementing the new alliance betwee? 


managements and workers is to improve the standard of 
foremen. 
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NOTES OF 


Principles or Scrapbook 2 

It is difficult to see what purpose can be fulfilled by 
the publication of the statement called “Labour and the 
New Society” issued by the National Executive of the 
Labour party. It is called a statement of principles, but it 
is much more like a pleasant little scrapbook in which each 
of Labour’s leaders has pasted his own pet illusions—and 
delusions. It was Mr Bevan, presumably, who revived the 
old fable of “big business men, aristocratic landowners, 
bankers and merchants ” directing the economic life of the 
country and deciding whether there should be prosperity or 
slumps, work or unemployment. It was, on the other hand, 
probably Mr Morrison who insisted that Labour does not 
believe in dead-level equality. But even he has not prevented 
the inclusion of the paradox which declares that inefficiency 
in industry must be eliminated—if necessary by nationalisa- 
tion—and at the same time attacks profits, the rewards of 
efficiency. 

As a vote-catching document, the statement will be a 
complete failure. There is nothing in it to convince the 
doubtful that the Labour Government is as good an admin- 
istrator as it was an ardent legislator. The one new pro- 
posal of any substance is for a “ world plan for mutual aid” 
to succeed the Marshall Plan in 1952. But one’s enthusiasm 
for this, which is indeed an admirable objective, is tempered 
by the grandiose phrases in which the proposal is couched. 
There is to be an all-out attack on poverty everywhere. 
Diseases are to be rooted out; there is to be a revolution 
in primitive agriculture ; irrigation would make the deserts 
fruitful—and so on. The machinery of the plan, says the 
pamphlet, would have to be worked out by the countries 
taking part. It is quite clear that very little working out 
has so far taken place at Transport House. 


But it is mainly to the faithful that the statement is 
addressed, since it is to be considered at the party conference 
in October. Doubtless these will be moved by the pictures 
of the ideal life that the scrapbook reveals, and wil! cheer 
heartily the asserted determination to continue with the 
nationalisation of iron and steel. But to the ordinary citizen 
the statement is a little alarming. There was always a 
suspicion that the Labour Government, once it had completed 
its main nationalisation schemes, would find itself wondering 
what on earth to do next. Today, when it is faced with the 
supremely difficult task of superimposing a big new defence 
programme on an economy painfully climbing back to 
normal, this poverty of practical and constructive ideas 
decomes more strikingly apparent. 


* * * 


More Even Odds in Korea 


It is now two months since the North Korean govern- 
ment launched its attack. Only an incurable optimist could 
hope that it will take only another two months to drive the 
North Koreans back to the 38th parallel, for the physical diffi- 
culties in the way are great ; but it is at least reasonable to 
believe that the United Nations will not now be driven out 
of Korea altogether. 


A week of Communist attacks and United Nations 
counter-attacks has caused very few changes in the ring of 
defences round Pusan. The crisis of August 18th, when 
there were real fears that the defences might collapse, has 
been overcome by the and inati 
South Korean and American forces. 


| 


Stream of reinforcements begun to it 

battalions have sailed ra Hongkong and an Australian 
battalion is about to sail trom Japan. — 
Mando unit is being sent by air. Together with the troops 
Which are being sent front America, these reinforcements 
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must now bring the number of United Nations troops to 
nearly the same as the number of North Koreans, but it 
will certainly be some time yet before General MacArthur 
will be able to go properly over to the offensive. 

Meanwhile, the news of United Nations landings far up 
the west coast, on islands opposite Inchon, is particularly 
welcome. It has been a puzzling feature of General 
MacArthur’s strategy that he has hitherto failed to take 
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advantage of the immense superiority of sea power that he 
possesses. Major diversions on the coast far behind the 
enemy front would seem to be an obvious method of dis- 
tracting the Communists and relieving some of the pressure 
on the ring round Pusan. Such a diversion has at last been 
made, and if General MacArthur can keep the enemy 
guessing about his next few moves, he may with luck oblige 
the Communists so to disperse their forces as to enable him 
to begin taking the initiative. 


* * * 


What Should be the War Aims ? 


As the military situation in Korea turns in favour of 
the forces of the free world some excited and puzzled dis- 
cussion of “war aims” may be expected. So long as the 
issue is in doubt, it is necessary to insist that the primary aim 
is to win and to teach the aggressor a lesson ; when success is 
likely the question arises—what to do with the victory? The 
orthodox answer is, of course, that Korea should be united 
under an independent government, chosen in properly 
supervised and free elections, no easy matter to arrange in a 
war-torn country. This answer coincides with the declared 
policy of the United: Nations and it is probably what the 
majority of Koreans on both sides want. Something of this 
kind should be said, with the authority of the United Nations 
behind it, before Soviet propaganda gets the political initiative 
by calling for an armistice and a settlement by conference. 

Yet the more such a policy is examined the more perplexing 
are the problems it reveals. Are the Uno forces to stop at 
the 38th parallel when they get there, or is it a necessary part 
of their task that they should liberate North Korea from the 
regime that started the war? If there are to be really free 
elections some non ist forces must be allowed sooner 
or later into North Korea. But it is difficult to imagine 
the Soviet and Chinese Governments agreeing—either in the 
Security Council or in negotiation outside—to allow forces 
that are predominantly American to come up to their frontiers 
with northern Korea. On the other hand, if the Uno 























400 


operations stopped at the 38th parallel everybody would be 
back where they started. South Korea would need a force 
to protect it; if that force were composed of white men 
Moscow would go on telling Asia that South Korea is a 
bridgehead for western imperialism. The Korean situation 
would become almost identical with that in Germany: the 
country would be still divided with the Communists left as 
the champions of unity and nationalism. 


The defeat of the invasion might, of course, so weaken the 
Communist regime that peaceful amalgamation of North and 
South might be possibie—if the Russians would agree—and 
both would be eligible for the economic aid needed to repair 
the ravages of the war. Here, at any rate, are the makings of 
an effective war aims programme which, joined to the insis- 
tence on free elections, might persuade many North Koreans 
that they have bitten off more than they can chew. It is for 
the free nations to take over the Communist slogan of 
“ liberation.” And this is the kind of result that Mr Acheson 
presumably hopes to attain with his policy of creating situa- 
tions of strength out of which agreements may grow. 


* * * 


Scramble for Asia’s Rice 


It is not easy to share the relative optimism of the Food 
and Agriculture Organisation of the United Nations (FAO) 
expressed in a summary of the world rice position issued this 
week. Dealing with the effect of the war in Korea, FAO 
predicts that “ there will be substantial needs of rice for 
the people of Korea when the fighting ends.” FAO hopes 
that the impact of this additional demand from a war- 
damaged country, which in normal times used to export 40 
per cent of its output to Japan, will not affect the world rice 
situation too adversely, “since there are indications that 
additional rice may be forthcoming within the next six to 
twelve months.” 


The supply and price of rice have great political signifi- 
cance. There is still a shortage of this basic food in the Far 
East and, even if supplies next year are slightly better than 
they have been this, an extra demand from Korea and Japan 
—which would otherwise have been partly supplied from 
Korea—is likely to have a considerable effect. For one thing, 
a falling off in available supplies may increase the difficulties 
of those who are fighting Communism in an area like Malaya, 
which has to import rice. For another it would tend to send 
prices up. The latest reports from Siam, for instance, indi- 
cate that rice covenanted for British areas under existing 
inter-governmental agreeements is still coming forward, but 
that there will be very little left over for private commerce ; 
consequently, local merchants are already paying a premium, 
and this does not augur well for next year’s inter-govern- 
mental price level. 


Until the Korean war broke out there had been hopes 
that commercial trading might begin again next year. Pro- 
vided exportable supplies were adequate, this would probably 
have suited the British well enough, since they might have 
been able to obtain more rice at a better price. Now, how- 
ever, the picture has been entirely altered by the pressure of 
demand from Japan and by the need to ensure that supplies 
are not drained away to Communist China, leaving South 
East Asia short. Some form of international agreement is 
again necessary, and it should be drawn up at a conference 
attended by all the interested powers during the next month 
or two. Moreover, even before the Korean war, Japan was 
trying to increase its rice purchases in Siam and Burma. 
One of the most acute problems which therefore needs tack- 
ling, whether international control of rice is to be renewed 
or not, is the clash between Japanese and other rice buyers. 
If American-backed Japan tries to buy too much, the price 
will go up and shortages will occur in South-East Asia. This 
is surely the kind of serious political mistake that Washington 
and London can and should prevent by mee fe least a 
preliminary agreement before a conference is 
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The Colchester Court Martial 


The secrecy which has surrounded the whole trial } 
court martial of three soldiers at Colchester is disturbip 
Common sense, as well as security, demands that in any trig] 
in any court no witness shall be required, or allowed, to 
repeat the offence with which a defendant is charged ang 
make public information which is a security secret. But it is 
very difficult to see that security is helped by suppressing 
the very nature of the charge itself. Clearly justice is pot. 
It could not happen in any other criminal court and some 
very good explanation is needed as to why it should be 
allowed to happen in a court martial. 

In a recent volume “ Current Legal Problems ” (published 
by Stevens & Sons and edited on behalf of the Law Faculty 
at University College, London), Mr. Holland, a lecturer jn 
law at the college, contributes a paper on the law of courts 
martial. He points out, with regret, that the High Court 
has recently, and in his view mistakenly, surrendered a great 
deal of the jurisdiction it once exercised over courts martial. 
The High Court has never let fall its right to examine the 
proceedings before an administrative tribunal, although 
equally it has never claimed the right to upset a decision 
unless some essential element of natural justice had been 
ignored. But, in two cases last year, Mr Holland suggests 
that the High Court was prepared to say, in effect, that what 
goes on in a court martial is not a matter for this Court. 
That is unfortunate. The search by service officials for water- 
tight security can, as experience in America has shown, too 
easily become a denial of elementary justice to the individual. 
The Colchester decisions reinforce the feeling that court mar- 
tial practice and procedure will be made neither just nor 
efficient until responsibility for policy is laid on some civil 
authority, such as the Lord Chancellor. 


* * * 


Marsnall Aid for Malta 


The grant of $2,300,000 to Malta from the special 
reserves set aside by the Economic Co-operation Administra- 
tion for the development of overseas territories of countries 
participating in the Marshall plan should go some way 
towards helping the Maltese Government out of its acute 
financial difficulties. The grant is to be used to cover half 
of the cost of a new electric power station, a project which 
Sir George Schuster described in his interim report* on 
Malta’s finances as “very urgent.” Yet the Maltese 
Government was asking for the whole of the cost to be 
met by an allocation from ECA. As it is, Dr Boffa and 
his Ministers will have to find not only the balance of the 
cost of the plant, which will come to about £832,000, but 
also funds to cover the local expenditure on constructing 
it, which in Sir George Schuster’s report was estimated at 
£438,500. 


Sir George recommended that the cost of Malta’ 
economic development projects, which it is not possible 
to estimate exactly but would amount to over {£4 million, 
should be met by a loan except in so far as it would be 
covered by a grant from ECA funds and from the Colonial 
Development and Welfare Fund. But, in addition t 
expenditure on economic development, large expenditure 1s 
also contemplated on social welfare projects. The capital 
cost of these, which include hospitals, schools, sewers, and 
roads and bridges, was originally estimated by the Maltese 
Government at £4,418,000. Sir George Schuster recom- 
mended cuts under every head, with the result that in his 
report the cost of “social equipment projects” is put at 
£3,000,000, and he considered that even this reduced total 
should be carefully scrutinised with a view to lowering it 
further. To meet this £3,000,000, the resources of the 
Maltese Government are not expected to cover more than 
half, leaving £1,500,000, which Sir George recommended 

ee 








* Colonial No. 260. HMSO. 3s. 6d. 
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should be met by a grant from the British Goverament— 
a grant which has in fact been made. 


* 


Sir George Schuster’s report has a much wider applica- 
tion than might be apparent. For, although Malta has 
special claims to assistance arising from its special sufferings 
in the war, and from -its special strategic importance, its 
financial problems are typical of other colonies—particularly 
those which, like it, are achieving responsible government. 
How can their economies be made productive enough to 
support the social services that a modern government feels 
obliged to provide? In particular, how can this be done 
against a background of rapidly increasing populations ? 
The outcome of Sir George’s further discussions with the 
Maltese Government this autumn will be awaited with 


interest. 
wt x oa 


Seretse and Tshekedi 


The arrival of Seretse Khama with his wife and daughter 
in London this week to begin their five years’ exile from 
Bechuanaland has drawn attention once more to Seretse’s 
unhappy dispute with the Government. There have been, 
however, a number of developments during the five months 
since the Government’s decision was made. The legal 
validity of the banishment order is being questioned before 
the court at Lobatsi ; Seretse’s law suit against his uncle, 
Tshekedi, appears to have been settled amicably ; and, more 
important still, Seretse and Tshekedi have announced their 
willingness to try to reach an agreement about the Khama 
dynasty and about the present government of their people, 
the Bamangwato. This announcement is significant because 
the chief reason for the Government’s order of banishment 
was the quarrel between Seretse and his uncle and the 
consequent danger of dynastic feuds. 


Tshekedi’s position in the affair is gradually becoming 
clearer. He is undoubtedly an outstanding African leader 
who will not easily be diverted from his seif-imposed task 
of lifting the Bamangwato out of their present poverty and 
weakness. Up to the time of Seretse’s marriage, his plans 
for the development of his country—mainly agricultural and 
irrigation schemes—had met with little positive encourage- 
ment from Whitehall, but his persistence and obstinacy were 
beginning to have effect. The Seretse case temporarily blew 
his hopes sky high. Apart from his own colour prejudice, 
he must have been dismayed, as the British Government was, 
at the prospect of trouble with South Africa at this stage in 
his country’s development. Now that the turmoil has died 
down and Seretse’s wife has given birth, not to a son, but 
to adaughter who cannot succeed to the chieftainship, 
Tshekedi seems to have had second thoughts. He has always 
regarded Seretse as his natural successor and as the man 
who would finish the work which he had begun ; he should 
not find it too difticult to find some suitable solution to the 
problems raised by Seretse’s marriage. Moreover, if Tshekedi 
is prepared to run the risk of an angry South Africa on his 
doorstep, the British Government can hardly refuse to sup- 
port him. In any event the whole case should be reviewed, 
and for the sake of the Bamangwato, if for no other reason, 
an attempt should be made to speed the reconciliation 
between Seretse and his uncle. — 


* * * 


Minimum Wage in France 


“Unless an adequate ramme be put into effect to 
better the lot of ~ wo a class with the aid of. the 
employers, the government and the Marshall Plan, the 
French people will not be strong enough to face a totalitarian 
aggression.” This statement by American trade unionists 
who recently toured French industrial centres throws into 
Perspective an extremely important event of this week—the 
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new minimum wage scale that has been agreed by the French 
Government. 


The figure has not been easily reached. It will be remem- 
bered that collective bargaining between worker and employer 
was re-introduced in February of this year, in response to the 
unions’ complaint that freedom from price controls had 
returned but no corresponding freeing of wages had taken 
place. At the time, the National Assembly set up a Wages 
Commission to determine what wage should be the nation- 
wide legal minimum vital. This body could not agree, and 
handed the problem, unsolved, back to M. Bidault’s govern- 
ment. The demands ranged from 19,000 francs per month 
(£19 8s. od.\—the Communist figure—to 12,500 francs, 
proposed by the employers, It proved impossible to fix an 
absolute nationwide figure on account of the difference 
between costs of living in Paris and in the provinces. The 
position of the present coalition government in the matter was 
complicated by the fact that M. Guy Mollet had made 
Socialist participation in it conditional upon a 16,000 franc 
minimum, whereas other ministers were more concerned 
with the effect on budget equilibrium of the new claims that 
it might stimulate among civil servants. The figures as 
finally settled are as follows :— 


MINIMUM WAGE 


New Wage Old Wage 
francs francs 
ene Seah a oe 16,400 15,800 
RD Be ies heeinciecib cin ecee 14,820 13,600 
SON eS nave iskcts 14,040 12,600 
GRE IRG: os cisandks ompancsones ail 13,260 11,800 
SR vn. carcaenatenmeatitice 12,800 11,400 


Will this new and higher minimum provide a satisfactory 
basis for all the collective bargaining that now impends ? 
Will it produce moderation and contentment, or will it lead 
to a spate of claims from the whole hierarchy of more highly 
paid skilled workers—defending the “ differentials ”—that 
will swamp industry and start the familiar upward spiral ? 
Had it been awarded three months ago, in a calmer inter- 
national atmosphere and before the current rise in food prices 
started, it might have produced what M. Pleven lately called 
an “economy of security ””—that is, a scale “ adequate to 
allow the French workers of factory and field a well-being 
that would be worth defending if need be.” Now, it is diffi- 
cult to avoid the impression that too little has come too late. 
Much will depend on the course now taken by collective 
bargaining. 

* * a 
Looking Back to Liberation 


The organ of the MRP, L’Aube, says quite bluntly that 
a continued failure to give the French worker “a well-being 
worth defending ” is “an invitation to Stalin.” This is true 
in the sense that genuine economic grievances enable the 
Communists to carry on with their work of neutralising the 
strength of the French people in the cold war ; but they also 
exploit discontent with the workings of parliamentary 
government which seeks political expression and distracts 
attention from French foreign policy. The average Frenchman 
is not emotionally interested in the various pacts and plans 
which are signed in his name. He quite often believes that the 
Third Force is vendu to the Americans, He may realise that 
the standard of living he has is largely due to American aid, 
but he suspects that it has done too much to bolster up an 
obsolete party-system of which he is heartily sick. 


Today, six years after the liberation of Paris, the chief 
political emotion seems to be a yearning for the old Popular 
Front days and for a more spirited Republicanism. This sen- 
timent, which is perfectly compatible with a deep interest in 
the life of the British Royal Family, finds no real political 
expression. If M. Schuman’s dogged persistence in trying 
to make something of the European. idea fails, it is difficult 
to see what else could succeed in disturbing political apathy. 
It is depressing for the mass of the population, after the radical 
dreams of the liberation, to see the old, drab Third Republican 
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types resurgent. For them the symbol of the well-to-do is 
still the middle-aged and mediocre businessman, with his 
Citroen 15, his broad-brimmed hat, his brief-case, girl friend 
and liver troubles. Behind him loom les trusts, real or 
imaginary, controlling everything from toothpaste to beetroot. 


The way out of this depression is hard to see. Perhaps 
something will come out of the revival of the French army 
which is now under way. Certainly something is achieved 
' with its recruits. A technically superb army, democratic in 
the way that only an army can be democratic, even if it 
were small, might give something French the stamp of per- 
sonality. There is energy and talent in pienty ; and if one 
French organisation could achieve excellence by the highest 
modern standards there would be others to follow suit. This, 
at any rate, is how many Frenchmen think as they see them- 
selves called on once again to resume the military leadership 
of the Continent with a deeply divided society behind them. 


* * * 


Kashmir Unsettled 


It is bad news that Sir Owen Dixon, the United Nations 
representative, has had to abandon his efforts to bring about 
a solution of the dispute between India and Pakistan over 
Kashmir. In a statement made in Karachi on Tuesday, just 
before leaving to report to the Security Council, he admitted 
that “ it became futile to call further conferences.” Sir Owen 
was charged primarily with trying to get the two governments 
to agree to hold a plebiscite—or several local plebiscites—in 
Kashmir. When this failed, he tried to secure agreement on a 
scheme for partition, possibly combined with a limited plebis- 
cite in certain areas, notably the Valley of Kashmir. In this 
he found, however, that “ Pakistan continued to stand upon 
the agreed United Nations resolutions specifying an overall 
plebiscite as a manner of settlement.” 


Fortunately, Sir Owen’s departure is not necessarily the 
end of the matter. He declared finally: “I am unwilling to 
suppose that after all the examination which the problem has 
received the governments will be unable to resolve it by 
direct negotiation.” Mr Nehru and Mr Liaquat Ali Khan 
are expected to meet again soon ; it is still hoped that this 
may be during the next few weeks. If so, their first duty 
to their people will be to begin where Sir Owen has had to 
leave off, and even at this eleventh hour to reach a successful 
conclusion. The main indictment against them revealed by 
Sir Owen was that they never produced proposals of their 
own ; all the initiative had to come from him. 


* * * 


The “ Altmark ” 


The Foreign Office has now published (Cmd. 8012) the 
correspondence that passed between the United Kingdom 
Government and the Norwegian Government in 1940 with 
regard to the Altmark. The Altmark was returning to Germany 
after the action off the River Plate with some 300 British 
prisoners on board. About February 14, 1940, she entered 
Norwegian territorial waters in the vicinity of Trondhjem. 
On February 16th she was in Jossingfjord where she was 
intercepted by H.M.S. Cossack, boarded, and the prisoners 
released. The Norwegian Government at once protested at 
what it claimed was a violation of its neutrality and the 
British Government delivered a long reply on March 15, 
1940. The German invasion of Norway put an end to the 
correspondence, which is a pity, for the British Note of 
March 15th is so well written that it deserved an equally 
elegant rejoinder. 


The Altmark case is, under international Jaw, a debatable 
one and there has been much debate over it. It raises two 
questions ; was the Norwegian Government justified in allow- 
ing the Altmark to spend three days in Norwegian territorial 
waters, and use some 400 miles of them (600 miles by the 
time she completed her journey) for the sake of eluding 
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interception by the British Navy ? (The fact that she hag 
prisoners on board was largely irrelevant, save for the fact 
that the German captain lied about it when stopped by q 
Norwegian torpedo-boat.) Was the British Government 
justified in ordering H.M.S. Cossack to enter Norwegian 
territorial waters to board the Altmark and release the 
prisoners in her holds ? The answer to both those questions 
is probably “No.” The British Government’s contention 
was that the right given by Article 10 of the Hague Con. 
vention of 1907 was no more than the right for a ship to 
follow a normal navigational course from one spot to another 
even though that course did involve passing through the 
territorial waters of a neutral. Clearly, the Altmark was 
not on any normal course back to Germany. But it is also 
true that, if there were any breach of neutrality by the 
Altmark, it was for the Norwegian Government to put a 
stop to it, not for the British Government to do so. That 
is a point from which the British reply slides gracefully 
away. 

The correspondence emphasises one of the failings of 
international law, the fact that it depends for its force on 
the conviction by all countries that every other country will 
abide by the rules. It is obvious that the Norwegian Govern- 
ment did not exercise its full rights over the Altmark during 
those three days because Hitler would have bitten the carpet 
very furiously if, in 1940, a small neutral country had so 
insulted his Reich as to ask it to observe the rules of war. 
If any one country shows by its conduct that it does not 
regard any rules which interfere with its ends as binding, 
then the rules themselves are dead, for their enforcement is 
not automatic ; it becomes a matter of policy. Perhaps that, 
too, is the moral to be drawn from the fact that the corre- 
spondence is published for the first time in full in August, 
1950. 


*x * * 


Parliament and the Professors 


Whether Parliament should have a tighter control over 
the universities’ expenditure is a question raised in the latest 
report of the Committee of Public Accounts* which com- 
ments on the freedom allowed to the universities in spending 
their Exchequer grants. The committee raised the same ques- 
tion last year, and Sir Edward Bridges, Permanent Secretary 
of the Treasury, sought to allay the committee’s anxiety 
and to defend the financial autonomy of the universities. His 


efforts appear to have been in vain; the committee has now 
returned to the charge. 


The estimated Exchequer grant to the universities for the 
year 1950-51 is {23 million, compared with a littie over 
£2 million in 1938-39. This tenfold increase in grant now 
provides for many universities the bulk of their income, 
and even Oxford and Cambridge are dependent on public 
money for nearly 50 per cent. of their expenditure. Yet 0 
spite of this financial dependence on the state the universitics 
have not become subject to any detailed financial control and 
would most bitterly oppose any attempt to enforce it. The 
Public Accounts Committee, while it expresses its unwilling- 
ness to subject the universities to the usual procedure of 
Treasury control, has now felt itself bound to investigate 
further “any means of assuring Parliament that the [X- 
payer’s money is not wasted.” The Treasury has, therefore, 
been asked to discuss with the University Grants Commuttc¢ 
and the universities themselves what further information 


could be made available in order to provide such an assut- 
ance. 


It may be that, since the time is approaching when the 
Treasury is in any case due to review the universities’ expe?- 
diture as a basis for the next quinquennial grant which starts 
in 1952, the matter will be shelved for the time being. Nevet- 
theless it raises one of the big dilemmas of the modern stat¢ 
—how to combine financial accountability, when public 
money seeps into almost every corner of national life, with 


*Fourth Report. Session 1950. HMSO 9d. 
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liberty. Independence is vital to the universities. Make them 
answerable to bureaucracy for every penny of government 
grant, and originality and creative thought will be endan- 
gered. Logically the taxpayer has a right to know what 
happens to his money, and if more information can be pro- 
yided in the annual reports of the University Grants Com- 
mittee, particularly about the results of earmarked grants for 
new developments, so much the better. For the rest it is far 
better that the taxpayer should lose one or two million pounds 
by inefficiency than waste far more through misplaced 
curiosity. 
o t * 


Illiberal Greek Liberals 


The present Greek political crisis is unnecessary, and 
the action that caused it unwise and irresponsible, The coali- 
tion government under General Plastiras, which was forced 
to resign after the secession of its Liberal members last week, 
enjoyed a wider measure of popular support than most of 
its immediate predecessors. In its four months in office it 
had begun to tackle the appalling legacy of problems left 
by the civil war with energy and initiative. General Plastiras, 
moreover, realised the importance to Greece’s security of 
resuming friendly relations with the Jugoslavs. Although 
his first attempt at a rapprochement failed at the last minute, 
there have been signs recently that Marshal Tito was willing 
to try again—with General Plastiras. He is most unlikely to 
wish to negotiate with anyone as far to the Right as 
Mr Venizelos. 


The ostensible cause of the Liberal defection was dis- 
agreement over the degree of clemency to be granted to the 
former guerrillas and their sympathisers, General Plastiras 
believed in a more lenient policy towards them than did his 
Liberal colleagues; although he modified his Leniency 
Emergency Law to meet their objections, they still were not 


403 


satisfied. This is, of course, no trivial matter ; it is a problem 
in which the passions aroused by the civil war are deeply 
involved ; and it is impossible to reach any agreed solution 
without a great deal of give-and-take by all parties. In the 
present state of international tension, with the “ Free 
Greece” radio pouring out an endless stream of suggestive 
propaganda about the “war preparations” of the Anglo- 
American imperialists in Greece, it would be folly not to 
maintain adequate security precautions. But it is obvious 
that the pacification of the country and the successful recon- 
struction of its economy require also a certain measure 
of leniency. In fact, the law passed at the beginning of this 
month seems to have been a pretty fair compromise. 


Mr Venizelos’s action appears to have been dictated not so 
much by fear for the security of the country as by his dislike 
of the present coalition government, which was set up after 
the failure of his own attempt to form an acceptable govern- 
ment after the elections last March. He has never taken his 
place in the coalition under General Plastiras of which his 
party was an integral part. For weeks past the stability of 
the government has been impaired by speculations about his 
intentions and by rumours of the impending defection of 
the Liberals. He has now announced his intention of widen- 
ing the basis of the present all-Liberal government which, 
with Populist support, he has formed. All the same it looks 
as if Mr Venizelos is more interested in furthering his own 
ambitions than in the welfare of his country. Such behaviour 
discredits parliamentary government. 


* * * 


Indonesian Unreason 


Recent developments in Indonesia have provided cause 
for disquiet. among those who hoped that the new state 
would settle down to peaceful reconstruction and avoid 
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unnecessary excitements. President Soekarno’s continual 
harping on the subject of New Guinea, and the tendency to 
thrust this issue into the forefront of Indonesian politics, 
unfortunately seem to show that he may be one of those 
politicians who believe that the manufacture of a national 
grievance against a foreign power is the best method of 
maintaining national unity in support of a precariously estab- 
lished government. 


President Soekarno’s latest pronouncement on New Guinea 
—or Irian, as the western, Dutch half of the island is now 
called—coincides with the transformation of the United 
States of Indonesia, the federation set up by agreement with 
the Netherlands, into a unitary Republic of Indonesia with 
control centralised in Java. The political realist may consider 
that this development has been inevitable, and that it was 
foolish of the Dutch negotiators to expect that a federal 
structure could be maintained against the Javanese political 
preponderance after Dutch troops had been finally with- 
drawn. Nevertheless, it now seems that the Indonesian 
Republican leaders never intended to carry out the terms 
of their agreement with the Dutch, and it is not a good 
omen for the future of a newly independent state that it 
should start its career with such an act of bad faith. 


* 


The concentration of power at the centre in Indonesia 
renders even less valid than before the Indonesian claim to 
western New Guinea, for it excludes any idea of autonomy 
within a loose federation. The primitive negroid inhabitants 
of New Guinea have nothing in common in language, religion 
or culture with the people of Java or even with those 
dominant elements of East Indonesia who may reasonably 
be called Indonesian ; the claim of Jogjakarta to New Guinea 
is based solely on the fact that it was annexed by the Dutch 
and formerly administered as part of their East Indian 
colonial empire. On any rational estimate of capacity for 

























Marriage and Prosperity 


The increase of marriages amongst the labouring 
classes . . . implies a proportionate increase of the capital 
of the country directed to provide for the future supply 
of that labour which is the source of all wealth. Its 
prospective advantages are very great, as well as its im- 
mediate advantages. So many more new and, in the great 
majority of cases, comfortable homes are established ; so 
many more young people are settled and the means 
provided for their fulfilling duties as parents ; so many 
more bonds are given for good behaviour and for an 
attachment to order ; in sO many more instances are the 
restraints of married life with its enjoyments imposed on 
youthful passions, and they are directed to their most 
appropriate and most beneficial end. To the very opulent, 
who have the means of amusement at their command, 
whose houses have in them every comfort, provided by 
servants, “marriage is of comparatively little importance ; 
but to the working classes—as establishing homes for 
them, and finding mutual and mete helps, without which 
they could scarcely continue their labour, must want 
their meals or have them inefficiently provided, and must 
want a place for rest and ordinary recreation—marriage is 
essential to comfort and almost to existence. It is not 
generally amongst the labouring classes, but amongst the 
classes that hang on the skirts of gentility and aspire, 
without success, to be entolded in its robes, that we find 
the most celibacy. Marriage, whatever cares it may bring, 
provides for the welfare of the labouring classes as well 
as the future supply of labour ; and every increase in the 
average number of marriages which must, as the rule, be 
marriages amongst them, is a sure sign of their prosperity. 


The Economist 


August 24, 1850 
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self-government, the people of New Guinea are az a gt e 


of development in which they must remain for a Period 
under some kind of colonial administration. 


The only question is whether this should be carried op 
from Java or the Netherlands. When it is taken jny 
consideration that Indonesia is itself badly in need oi foreign 
economic and technical aid, and is desperately short of 
officials competent to staff its own administrative services. 
there can be no question which regime in New Guinea would 
be for the greater benefit of the inhabitants. Nor is it only 
with the Dutch that the loudly voiced Indonesian claim 
produces dangerous friction. Australia has been greatly 
alarmed by the agitation, for if Indonesia can make 
good its claim that the New Guinea natives are Indonesians, 
it can demand the eastern, Australian half of the islang 
no less than the Dutch half. The Australian Government 
has now made it known in no uncertain terms that it js 
vitally interested in the future of New Guinea and will resis 
any Indonesian attempt to force the Dutch out of Irian. 


* * x 


Waiting Lists for Telephones 


Of all the matfers dealt with in the report of the Select 
Committee on Estimates on the Post Office it is telephones 
that will arouse the most interest. The Post Office has come 
in for much criticism from an exasperated public for its 
slowness in expanding and improving the telephone service, 
and it is useful to have the facts set out. The whole service 
is half as large again as it was before the war, but in spite 
of this the net annual demand for new subscribers to be 
connected is 63 per cent above the prewar average, and a 
waiting list of over half a million has piled up in the last 
two years—excluding the “concealed” demand of those 
who do not, in these circumstances, even bother to apply. 


But in spite of the public’s eagerness to be “on the 
‘phone ” the rate of provision of exchange and other equip- 
ment has actually fallen, and fallen heavily, since before 
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the war. The Post Office is not to blame ; all its capital 
expenditure is obliged by Act of Parliament to be incurred 
on the basis of loans sanctioned by the Treasury, and 1s 
therefore subject to the full weight of the Governments 
capital investment policy. While the Treasury keeps a tight 
hand on the purse strings it is impossible to expand 
permanent equipment at more than a snail’s pace, oF 1 
overload the existing equipment with fresh subscribers, ane 
the plea that more subscribers mean more revenue is irrele- 
vant to the motives behind the Government’s policy. 


There are two observations to be made on the present 
situation. The first, made by the committee, is that the 
industry supplying telephone and cable equipment i« almost 
entirely dependent on the Post Office for its home market. 
and since export orders are now falling off heavily 1 looks 


to an increase in Post Office investment to maintain ful 
employment. If skilled workers have to be laid off this may 
well appear to the present Government to constitute 2 spec! 
case for the release of more capital. 


The second—which does not concern this committee—* 
that at present there are a great many private subscribers 
enjoying “ squatters’ rights” who would relinquish them 
without great hardship if the price were relatively 4s high 
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as before the war, while many of the half million people on 
the waiting list are only in the queue to have a telephone in 
their homes because at three shillings a week it is cheap at 
the price. The whole “rule of thumb” structure of the 
telephone tariff and the price differential between business 
and private use might very well repay thorough investigation. 


* * * 


Moscow in Islamic Clothing 


From time to time since the war, appeals from Moscow 
to Islam, uttered through mouthpieces in the Moslem Soviet 
Socialist Republics, have been used to some effect. Towards 
the middle of this month, the tap from which they pour was 
turned on to publicise the Stockholm peace pledge. 
“ Offering prayers to Allah for the peaceful co-existence of 
nations,” runs the broadcast address of the chief Mufti of the 
Moslem republics of the USSR, “ I call upon you to join the 
movement of the Moslems of central Asia and Kazakhstan 
for the defence of world peace.” Caucasian leaders— 
Azerbaijani and Kurdish—have also been called into service, 
“I appeal to all Moslem believers in Iraq and Iran to join 
this great movement for peace and put their signatures to the 
Stockholm appeal.” From these beginnings it is scarcely a 
step to the announcement that the peace appeal “has made 
greatest progress in Syria and Libya, countries which rid 
themselves of the French and British occupiers four years 
“20.” One step further leads to the news that “ the Korean 
people’s struggle represents part of the general struggle in 
Asia and Africa for national liberation.” 


The western world is apt, with a shrug, to write off all 
such matter as too contrary to fact to be effective. To do so 
is to underrate its potency. Even when the United Nations 
wins in Korea, the Americans will remain, in the eyes of 
Asians, intruders on their continent. However oppressively 
Asiatic Russians may behave, it is to the westerner that the 
epithets “unwanted” and “imperialist” are still most 
readily applied. 

There is further evidence of this fact in a warning uttered 
this week by Abd-el-Krim, the ex-leader of the Moroccan 
Riff who is now a guest-exile in Cairo. He proclaimed that 
South Korea, the Indo-China of Bao Dai and the situation 
in French North Africa are all manifestations of the same 
phenomenon—western imperialism. Abd-el-Krim is not an 
important figure; he is a-spent warrior, surrounded by exiles 
who feed him with talks that France is finished ; the weight 
his word carries is not great. But the same message is on 
other Moslem lips. One of the biggest and most difficult 
tasks before western propagandists is to prove that the 
imperialism of today bears a Russian trade mark. 


Shorter Notes 

British emigrants benefit from three useful, if minor, 
amendments to exchange control regulations that have been 
announced this week. In future they may draw up to {50 
each year from their sterling accounts for payments in this 
country without restriction ; payments into their accounts 
will be subject to no greater restriction than those into the 
accounts of other residents in their new country ; and, subject 
to official approval in each individual case, assets in their 
accounts can now serve as collateral for loans or overdrafts. 


* 

_A recent article in the American Oil and Gas fournal 
discloses that the Saudi Arabian oilfield of Aboaio is now 
producing at the rate of 450,000 barrels a day—a rate equi- 
Valent to an annual output of 22 million tons, and the highest 
Output of any single field in the world. The output comes 
tom only 45 wells, out of a total of no more than 65 so far 
completed, in an area 30 miles long and about three miles 


in average width. The field, exploited by American interests, 
Was discovered in 1941. 
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Letters to the Editor 


School Leaving Age 


Sir.—Mr Molson’s suggestion for in- 
creasing productivity in the armaments 
irive is to reduce the school leaving age. 
It is difficult to believe the suggestion is 
seriously made, for there are others be- 
sides the Government responsible who 
regard the raising of the age as one of 
the worthwhile reforms of the postwar 
years. There is an element almost of 
panic in the proposal. The teachers who 
have had to deal with the “ extra year” 
(including myself) will agree that, despite 
the difficulties and the shortages, it has 
been worth while. To take the suggested 
step backward would imply either that 
we are not really interested in the 
children’s welfare or that we are not pre- 
pared to make a long-term investment 
an them. 

It is not desirable or necessary to 
follow Mr Molson’s argument point by 
point: but one must take note of his 
claim that the easiest way to increase 
production is to increase the labour force. 
Has, then, the principle of diminishing 
returns suddenly become obsolete ? And 
is it not tacitly admitted in the Govern- 
ment’s statement that there is sull a gap 
between actual and potential production 
of the existing labour force ? Again, 
Mr Molson’s proposal, he claims, would 
cause a minimum of social incon- 
venience ; it is disturbing to hear one of 
our responsible legislators speaking thus 
cf a group of people not adult enough to 
wield any influence such as a vote might 
pive. 

Mr Molson does not specify whether 
he would apply his suggestion to all 
children. It is difficult to believe he in- 
tends to compel public, independent, and 
grammar schools to restrict their terms 
by one year, with disastrous results on 
examinations and university entry. It is 
to be presumed therefore that he has 
the “modern” school pupils in mind. 
The bulk of these children belong to the 
lower-income class ; were the suggestion 
adopted, therefore, it could easily be 
interpreted as legislation aimed at one 
class; political reverberations would 
undoubtedly follow. 


In my view it would be deplorable if 
this major educational reform became a 
political football. I suggest Mr Molson’s 
proposal should be turned down—and 
firmly.—Yours faithfully, A. Goocu 


46 Westwood Ave., Timperley 


Estate Duty on Private 
Companies 


Sir,—In your article on “ Income Tax 
Reform ” you mention the tax and estate 
duty difficulties of private companies, 
and state the problem: 

To find a way of strengthening the 
contribution of small businesses to the 
nation’s output without opening the door 
t© tax avoidance. 

I write to call attention to an estate duty 
situation which must impair not only 
the contribution of small businesses, but 


their prospects of survival, in cases 
where the element of avoidance of duty 
is wholly absent. 

The attack on “ private companies” 
(using the expression, as you have done, 
in a fiscal sense) originated in Section 21 
of the Finance Act, 1922, the declared 
object of which was to prevent the 
avoidance of payment of super-tax (as 
it then was) through the withholding 
from distribution of the income of such 
companies (as therein defined). Some 
regard to the question of tax avoidance 
has continued to be paid in that legisla- 
tion as it has evolved ; e.g., it did not at 
first apply to any such company unless it 
appeared that there had been a failure 
to distribute “a reasonable part” of the 
company’s income, and it was open to 
a company on appeal to show business 
reasons for non-distribution, and later, 
when it was made more drastic, a dis- 
tinction was made between investment 
companies and trading companies and 
the provisions as to automatic appor- 
tionment of income, for example, applied 
(and apply) only to the former. 

The Section 21 concept of a fiscal 
“private company” was “lifted” for 
estate duty purposes by Part IV of the 
Finance Act, 1940, polished up to make 
it more far-reaching, and harsh new 
estate duty provisions were applied to 
such companies, but without the 
slightest regard to whether or not there 
was any element of avoidance of duty. 
By Section 55 (as extended), if the 
deceased had “control” (widely defined) 
of such a company at any time in the 
five years ending with his death his 
shares must be valued by reference to 
the value of the company’s assets. The 
normal “market value” basis of valua- 
tion, laid down in 1894, is thus swept 
aside and no regard is paid to the type 
of company, the saleability of the shares, 
or whether any element of avoidance of 
duty arises. This provision is being 
applied strictly to the everyday case of 
family business incorporated, purely for 
reasons of family or commercial con- 
venience, as a private company. 

Section 46 of the same Act deals with 
transfers of property by the deceased to 
private companies and contains serpen- 
tine provisions for deeming the com- 
pany’s property (in defined proportions) 
to be the property of the deceased 
passing on his death. So Draconian are 
those provisions that official assurances 
have been given that they will be applied 
“reasonably.” Thus we have statutory 
provisions so oppressive that -the execu- 
tive admits (at least by implication) that 
their general application would be 
“unreasonable "—the executive being 
the judge of what is “ reasonable.” 

These provisions, and their effect, 
deserve close scrutiny in the light of the 
test laid down in your article. If those 
questions fall outside the scope of the 
Royal Commission, as appears likely, it 
is 10 be hoped that they will be made 
the subject of a separate inquiry—Yours 
faithfully, Tax Counse. 

Temple, E.C.4 


The Soviet Budget 


Sir,—In your article in your issue for 
August 12th, the budget figures, given 
in astronomical numbers of Russian 
roubles, would be difficult to compre- 
hend unless they could be reduced to 
medium with which we are ajj 
acquainted. Your correspondent does 
this by informing us that 11.2 roubles 
equals {1. But, if this rate of exchange 
is applied to the budget figures, the 
Russian budget revenue is about £39,000 
million or ten times the budget revenue 
of Great Britain. If we assume that the 
population of Russia is nearly five times 
as large as this country’s, and that the 
Soviet budget is somewhere around 60 
per cent of Russia’s national income, we 
must still conclude that the national 
income of Russia per head of population 
is greater than in this country. Thus, 
the average Russian citizen must enjoy 
a higher standard of living than his 
counterpart over here. Are we, there- 
fore, to believe that all assumptions that 
we were relatively economically better 
off than the regimented masses of Russia 
have been false ? 

A rough and ready measuring rule for 
the economic strength of the modern 
industrial state is its steel] production, as 
steel is the cardinal raw material m 
modern industrial development. Work- 
ing on this basis we find that, as the 
United States’ steel production is about 
six and a half times the United King- 
dom’s, the former’s national product 
should be as proportionally large, which 
in actual fact is approximately true. 
Thus, if we take Russia to have a modem 
industrial economy, which the Com- 
munists would be the last to deny, and 
that her steel production is 26 mullicn 
tons per year, her national product 
would be about one and two thirds that 
of the United Kingdom’s. Although 
this comparison almost certainly errs on 
the small side, it is vastly removed from 
the result obtained if the rouble is taken 
at its fictitious exchange value of 11.2 
roubles to the £1.—Yours faithfully, 


- K. R. H. ALLEN 
Ringley Road, Whitefield 


[We agree with Mr Allen that the &- 
change rate of 11.20 roubles to {1 is com- 
pletely fictitious. Any worthwhile com- 
parison between the budget expenditure of 
the Soviet Union and that of any other 
country must be carried out in relation 10 
their respective national incomes. Unfor- 
tunately the national income of the Soviet 
Union is always given in 1920-27 ~ con- 
stant ” prices and it is extremely difficult to 
establish a satisfactory conversion falc 
between 1926-27 and current prices. *° 
difficulty of making international compar- 
sons of national output is shown in the case 
of the United Kingdom as against the 
United States. At pre-devaluation rates, 
the national product of the United States 
in terms of sterling is about 54 times # 
high as that of the United Kingdom; 


devaluation alters the ratio to 8 10 1— 
Epitor.] 
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Books and Publications 
The Wealth of Nations 


Le Grand Espoir du XXme Siécle. By J, Fourastié, 


220 pages. 320 francs, 


M. Fourastié, in his closing paragraph, 
modestly describes his book as a “ rough 
essay,” and invites criticism. It is indeed 
a vulnerable piece of work, with at least 
as many holes in its argument as 
Malthus’s “Essay on the Principle of 
Population ” ; but in its stimulating and 
illuminating quality, in its historic 
sweep, in its power to link apparently 
disparate social phenomena in the light 
of a few guiding principles, it shares 
with the “ Essay ” other characteristics 
besides those of a cockshy. Very 
broadly, M. Fourastié’s thesis is as 
follows. The chief expansive and shaping 
force in the modern economy is tech- 
nological progress, the growth in 
physical yields per man hour. That 
progress is highly uneven ; significant in 
primary economic activity, ¢normous in 
manufacturing, virtually absent in ter- 
tiary or service activity. At the same 
time as the production pattern changes 
in accordance with this powerful but 
uneven influence, the consumption 
pattern changes in accordance with the 
uneven satiability of different cate- 
gories of the human want; as total 
wealth increases, a rapidly falling 
proportion of the gain is taken out in 
foodstuffs, a rapidly rising proportion 
first in manufactured goods and then in 
services. From the difficulty in adjust- 
ing these two patterns, thus constantly 
and inevitably tending to diverge, arise 
the strains, the growing pains, which 
afflict the economy the more severely the 
more rapid the tempo of progress. 


This state of affairs, however, is a 
transitory historical phenomenon. Prior 
to the Industrial Revolution, the pace of 
technical progress was slow enough for 
necessary adaptations to take place with- 
out acute social and economic malaise ; 
crises were crises of nature or of politics 
rather than of maladjustment between 
production and consumption patterns. 
And in the not far distant future the pace 
must inevitably slow again, since even 
were primary production to have pro- 
gressed to the land of Cockaigne and 
secondary production to a press-button 
Utopia, tertiary production would con- 
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value of money. 
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Central Banking .s.1. a Kock 


‘The volume ... has been completely revised and 
brought up to date, and its present form gives a very 
extensive view of the modern field of central banking 
policy in general."—Journal of Institute of Bankers 


The Value of Money 


TJARDUS GREIDANUS 
This survey covers a period of many centuries during 
which economists have attacked the problem of the 
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stitute the irreducible hard core of neces- 


sary labour and its products would be 
insatiably demanded. 


From this general outline of economic 
morphology M. Fourastié, armed with a 
formidable statistical apparatus (his 
regard for Mr Colin Clark is only very 
little this side of idolatry), deduces ex- 
planations of the nature of depressions 
and crises, of the course of international 
trade, of the structure ot industry, of the 
plight of postwar Europe, and particu- 
larly of France and Great Britain, of the 
relations of classes, indeed of virtually 
every major problem engaging the atten- 
tion of economists. On none does he 
fail to throw a new and stimulating 
light ; chapter by chapter there emerges 
the outline of nothing less than a new 
economic interpretation of history. 


If one could only leave it there. But 
M. Fourastié’s weaknesses are as striking 
as his strength. It is not only that, 
despite disclaimers, he is as confident in 
his projection of existing trends as 
Malthus himself—or that he surprisingly 
ignores the at least possibly menacing 
Malthusian problem of today ; nor that, 
having departed from general usage by 
applying the terms primary, secondary 
and tertiary not to extractive, manu- 
facturing and service activities as such 
but according to the comparative pace of 
technical progress, he slips disconcert- 
ingly to and fro between the old defini- 
tion and the new. It is that his economic 
theory in the usual sense, his grasp of the 
processes of value equilibrium, is naive 
and amateurish almost beyond belief. 


He may be forgiven easily enough for 
not having the very latest, the post- 
Keynesian, developments of trade cycle 
theory at his fingertips ; less easily for 
dismissing in a paragraph, as entirely 
secondary, the whole question of 
adequate or inadequate monetary 
demand. His view of international 
trade takes no account whatever of com- 
parative costs within each of the three 
sectors. One is constantly being pulled 
up short by evidence of such gaps in his 
intellectual armoury. 
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Gerrard 5660 (16 lines) 


When all is said, however, it remains 
true that “Le Grand Espoir du XXme 
Siécle” is more worth reading and more 
worth thinking about than many more 
impeccable works. Economists who dis- 
miss M. Fourastié because, not to put 
too fine a point on it, he not infrequently 
makes a fool of himself, may well find 
eventually that the laugh is on them. 





Revenus Nationaux et Paix Mondiale. 
By J. R. Boudeville, Librairie du Recueil 
Sirey, 162 pages. 

M. Boudeville’s book is a plea for an 
approach not only to economic but also 
to political problems from the angle of 
National Income. Only such an 
approach, he argues, can enable states- 
men and planners (whether in the 
“planned society” or otherwise), to 
pursue realistic and internally and 
externally harmonious policies. The plea 
goes a good deal further than a mere 
emphasis on the collective economics, the 
“ macro-economics ” as it is often called, 
of Keynes as compared with the 
economics of individual transactions 
analysed by the “orthodox” econo- 
mists ; it is based on the belief that the 
most important facts about any nation, 
the facts determining its role in the 
world, are those concerning its national 
income—absolute size, amount per head, 
rate of growth, distribution. He should 
not on that account be accused of a 
narrowly materialistic interpretation of 
history ; on the contrary, he shows him- 
self acutely conscious of the social and 
psychological forces that influence those 
economic changes in which he is 
primarily interested. (His admiration 
for those British characteristics which 
have made possible the Crippsian 
puritanism of the last three years is 
touching, and one would like to be 
certain that it was entirely justified.) 


Perhaps the most valuable single fruit 
of the study of national incomes is the 
sense of possibilities—and politics has 
been defined as the art of the possible. 
It is the national income figures, for 
states and for groups of states, which 
demonstrate most incontrovertibly the 
impossibility of getting quarts out of pint 
pots, which establish the quantitative 
limits of policy, which isolate incom- 
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patibilities; and as M. Boudeville 
demonstrates (notably in his discussion 
of French fiscal policy) fallacies can be 
detected from this angle which are hard 
to pin down from any ether. He is less 
convincing when he argues or appears 
to argue, that the spiritual malaise of the 
west could be dispelled if only the 
peoples concerned could be brought, 
through study of the National Income, 
to understand the economic evolution 
through which they are passing ; and it 
is frankly distressing to find him main- 
taining, in his concluding chapter, that 
the economically intermediate regimes 
of western Socialism, midway between 
the Russian and American models, 
correspond in some almost mystic sense 
to a political Third Force. This is not 
the hard-headed objectivity which he has 
elsewhere demanded of economists and 
politicians, but the grossest and most 
wishful argument by analogy. 


The Scope of the 
Assembly 


A Commentary on the Charter of the 
United Nations. By N. Bentwich and 
A. Martin. Routledge and Kegan Paul. 


239 pages. 18s. 


Kelsen’s recently published “ Law of 
the United Nations” is a work of 
mammoth size; even Goodrich and 
Hambro’s well-known commentary now 
runs to §51 pages, Professor Bentwich 
and Dr Martin have provided a more 
manageable commentary primarily to 
assist laymen to understand the impact 
of the Charter on current events. 


A surprising amount of helpful infor- 
mation and comment is pressed into the 
192 pages which suffice to cover—both 
text and commentary—the preamble and 
111 Articles of the Charter. Naturally, 
discussion of controversial issues has 
had to be limited. In general, the 
authors simply give their own opinion 
without citing authority but with a 
caution that the point is controversial. 
The object and scope of the book being 
what they are, such recourse to dogma- 


. tism is inevitable and legitimate. A 


commentary article by article cannot 
always give a clear picture of structure 
and general principles, but the non- 
specialist will find this book a useful 
guide to an understanding of the United 
Nations. 


The comment on page 46 concerning 
the legal effect of recommendations of 
the General Assembly for the “ peaceful 
adjustment of a situation” seems to 
require qualification. Recommendations 
addressed direct to member govern- 
ments, it is there said, are not binding, 
but those addressed to organs of the 
United Nations must be complied with ; 
even the Security Council is expected to 
act upon a recommendation of the 
Assembly provided that it does not 
invade the Council’s special sphere of 
security. A footnote states that, although 
the United Kingdom was opposed to the 
partition plan for Palestine, the duty of 
the Council to carry out the part 
assigned to it was not challenged. But 
in the Palestine issue more than one 
member of the Council, including the 
United States, insisted that the 


Assembly’s recommendations carried 
moral, not legal, force. The point is a 
big one because the governmental 
powers of the Assembly would be enor- 
mously enlarged if it could impose 
obligations on members by the simple 
expedient of addressing its recommenda- 
tions to a relevant organ of the United 
Nations, The consequences in the 
fields covered by the Trusteeship: or 
Economic and Social Councils would 
indeed be startling. 


The authors stress the illusory 
character of the collective security pro- 
vided by the Charter in view of the fact 
that the military obligations of indi- 
vidual states have not crystallised into 
the special military agreements which 
the Security Council was intended to 
negotiate with each member. During 
the transitional period, before a sufficient 
number of these agreements have been 
concluded to enable the Council to 
assume responsibility for military 
enforcement action, the Charter gives to 
the five Permanent Members a Mandate 
to consult together with a view to joint 
action on behalf of the organisation. The 
Charter simply does not envisage a 
situation like the present one when no 
special agreements exist to clothe the 
Council with authority and there is no 
possibility of fruitful consultation be- 
tween the five Powers. The assistance 
given by individual members to 
Southern Korea has its own justification 
as collective self-defence; but some 
members at least appear to regard the 
voluntary ad hoc provision of military 
forces by individual States as a sufficient 
basis for the assumption of responsibility 
by the Council for military enforcement 
action. 


Logic and Insight 


A Scientific Autobiography and other 
Papers. By Max Planck, Translated 
from German by Frank Gaynor,  Wil- 
liams and Norgate, 192 pages. 8s. 6d, 


The publication by Planck of his 
quantum theory of radiation in 1900 is 
universally recognised as the turning 
point of modern physical science ; its 
consequences were revolytionary and 
profound to a degree with which no 
other single event of the era can com- 
pare. Yet Planck was so typical a 
“classical ” physicist that the suspicion 
persists that he was not fully aware of 
the implications of his hypothesis. The 
matter has been settled by the decisive 
evidence of his son, but it remains true 
to say that Planck strove for the 
remainder of his life to reconcile 
“classical” physics with the new physics 
he had called into being, as though in 
penance for his iconoclasm. Unfor- 
tunatély, the title essay of this small 
collection is rather too slight to give 
much insight into Planck’s attitude to 
the later developments of quantum 
theory, and serves more to emphasise the 
character of the author as the very 
epitome of the nineteenth century 
German school of physicists—uncom- 
promisingly rigorous, single-minded and 
persistent. His epoch-making discovery 
owed far more to iron logic than to 
mercurial insight, and he repeatedly 
emphasises his impatience at the slow 
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recognition of his “ conclusive theoretical 
proofs,” in a way rather Surprising ‘a 
one of such established reputation in his 
revered old age. Perhaps a slightly bitte: 
note is imevitable when one can dic. 
tinguish true from false as clearly . 
Planck did. 

_ The other essays in this book discuss 
in various ways, the nature of the truth 
and the limitations of exact science 
Planck was a true believer in the “ req)” 
world, and the quest to discover its Jaws 
appeared to him as the most sublime 
pursuit. But the rigour of his methods 
made it all the more necessary for him to 
be sure of their range of application, and 
the true meaning of their conclusions, 
because he would not be willing to claim 
“conclusive ” proof of anything beyond 
that. In effect, while being quite certain 
that he can see beyond the end of his 
own nose, he is trying to prove it to his 
own satisfaction; but the reader, also 
quite certain, may not find the proof 
quite satisfying, though the fault will 
probably be his own. 


Y as 


Aboriginal Economics 


Economic Structure and the Cere- 
monial Exchange Cycle in Arnhem 
Land. By Donald F, Thomson.  ac- 
millan, 106 pages, 12s. 6d, 


Dr Thomson’s monograph is tanta- 
lisingly short. It reports the discovery, 
among the most inaccessible of surviving 
Australian aborigines who still live in the 
manner of their ancestors, of an insttu- 
tion that has long intrigued students of 
primitive economic life. Commonly 
called “gift exchange,” it was first 
described in detail by Malinowski, who 
observed it in Melanesia. It is the 
answer to the question: how do goods 
produced in one part of a large area 
occupied by numerous small, mutually 
hostile tribes circulate over the whole 
area in the absence of organised markets 
and a medium of exchange ? The goods 
travel by means of ceremonial exchange 
of gifts between members of different 
tribes who are usually linked as life-long 
partners for this purpose. Most signifi- 
cant is the fact that the articles ol 
fundamental importance in _ these 
exchanges are not of utilitarian value but 
only of display and prestige value and 
that they must not be permanenty 
retained by any one person. Tools, 
weapons, foodstuffs are exchanged by 
gift under cover of the magically sanc- 
tioned exchange of the valuables. Such 
a system involves not only regional 
specialisation of production but also 4 
premium on the skills used in making 
the valuables and strong incentives for 
producing and acquiring them. 


The occurrence of this syste™ of 
exchange among a race at so low a level 
of economic life as the Australan 
aborigines is noteworthy. Dr Thomson 
performs a valuable service in empha- 
sising the high degree of practical 
knowledge and craftsmanship as well as 
the sustained labour displayed by 
aborigines in keeping the system song. 
But his account is disappointingly 
sketchy. It is to be hoped that he will 


follow it up with a comprehensive study 
of the subject. 


2h PN ACM AIA OAS 0 





Ha owt GV Fr BS @W 


>... 








nal 


ing 
for 


evel 
lian 
son 
ha- 
ical 
| as 


ing. 


will 
udy 


a er ae Ba 


THE ECONOMIST, August 26, 1950 


~ AMERICAN SURVEY 





Paying for Korea 


Washington, D.C. 


HE economy of the United States is so strong that the 
T new programmes of military expansion need cause no 
serious trouble unless Congress and the public between them 
make trouble inevitable. If the public chooses to show a 
little self-control, other controls will be unnecessary. The 
domestic market will not be short of consumer goods, there 
will be enough to satisfy all normal demands and, except in 
a few cases, even the swollen demands of any beom less 
exigent than that of the last few months. But the public 
did not begin by showing self-control. It began by buying 
up all the types of goods which memories of 1942 suggested 
that it would be hard to get in an emergency. Sugar is the 
supremely ridiculous example. 

Department store sales, which had, for the week before 
the Korean war began, been only 1 per cent above the same 
week of last year, were, for the next week, 10 per ceat higher. 
Two weeks later they had increased to 25 per cent over 
1949 and by July 22nd to 46 per cent. Since then the 
pace has slackened a little. Part of this increase was due to 
influences under way before the Korean invasion, but at 
the same time prices started to go up to a level much higher 
than could be justified by anything but popular hysteria. 
The index of 28 spot commodity prices rose by 163 per 
cent in seven weeks—from 264 before the war began to 
307.6. Even food prices went from 329.7 to 371.6, nearly 
13 per cent, in five weeks, before dropping back a few points, 
although for months the chief preoccupation of the Depart- 
ment of Agriculture has been the problem of storing vast 
surpluses. 

It was these artificially induced shortages and price 
increases which led to the astonishing spectacle of Con- 
gress trying to thrust on the President more and greater 
powers than he had asked or wanted. “ America,” Mr 
Alfred Friendly said in the Washington Post, “has been 
watching a temperance society trying to make a man take 
another drink.” It was, on the part of the Republicans at 
least, a not very subtle political maneeuvre. If prices con- 
tinued to go up and they had given the President no powers 
‘0 control them, they could be blamed by the electorate for 
what had happened. If, on the other hand, they gave him 
an embarrassment of power, which he could not—lacking 
any organisation in being—possibly use before November, 
ae could be called a muddler for not having kept prices down. 


But no Congressman would ever have thought of such a 
political maneeuvre if the Pied Piper which leads him to so 
many decisions, letters from constituents, had not suggested 
i. The public, having itself brought about artificial short- 
ages and a rise in prices, was demanding that something 
should be done about them. The something, thanks to the 
testimony of Mr Bernard Baruch before the Senate Banking 
and Currency Committee, was rationing and price and wage 
controls. At one time there was an idea of forcing all these 
on the President, but the Bill as finally passed did no more 
than give him the power to impose them at his discretion. 


At is the opinion of most economists that nothing of the 
kind is needed. The increase in the military budget, large 


as the figure may sound, is not one which should cause 
shortages so intense that rationing is the only solution, At 
present, including foreign aid, between $16 and $17 billion 
of new money have been asked for and the total will probably 
reach $20 billion in the end. It is likely that about $13 
billion will go for stockpiling of raw materials or in orders 
to industry, though it will be some time before the effect 


of any large proportion of the orders will show in the retail 
market. 


The General Motors Corporation estimated ten days ago 
that production of motor-cars and trucks would be reduced 
by 10 per cent only in 1951, which would still leave it higher 
than ever before. And additional military consumption of 
steel will be about four million tons—less than 6 per cent 
of last year’s production. Where the “local” shortages, 
which can have an effect which is by no means localised, 
will be felt first is in such metals as copper, manganese and 
platinum. Aluminium, which was so troublesome in the 
last war, is unlikely to be such a headache this time; at 
present productive capacity is well ahead of demand. 


* 


Any comparison with 1942 and the succeeding years is 
merely misleading and would remain so even in the event 
of other small wars. Nothing less than another world war 
would bring such shortages again and even another world 
war would find the United States in a much better position. 
As the President pointed out in his midyear economic report, 
steel production in 1939 was 55 million tons ; today it is 
at an annual rate of 100 million. Aluminium was 164,000 
tons ; today it is 743,000. Electric power output has risen 
from. 128 billion kilowatt hours to 317 billion, that of crude 
petroleum from 1} billion barrels to nearly 2 billion and the 


index of food production from 106 to 139. And, in Mr 
Truman’s words, 
an economy which is employing 614 million civilian workers, 
with less than 34 million unemployed, is stronger than if it 
were employing only 58 million workers and had about 
7 million unemployed. It is easier to divert the production 
of skilled workers to new purposes or even to put them on 
new jobs, than it would be to train millions of workers whose 
skills had been lost through years of enforced idleness. 
‘Any comparison with 1942 is also misleading because the 
increase in military spending, in terms of percentage of 
gross national product, is infinitely smaller. In 1939 1} per 
cent of the gross national product went into the budgets of 
the army and navy ; by 1945 it was 37 per cent. In 1949 
the armed services accounted for 65 per cent; next year 
they will want about 11 per cent. The difference between 
these ratios of increase is so vast that it ceases to be a differ- 
ence of degree and becomes a difference of kind. 


‘* AMERICAN SURVEY ”’ is prepared partly in the 
United States, partly in London. Those items which 


are written in the United States carry an indication 
to that effect; all others are the work of the editorial 
staff in London. 
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It is clear that all that is needed is a method of rationing 
money and controlling credit, but these are sometimes 
politically the hardest controls to adopt. The President asked 
Congress for about $5 billion in new taxes and he seems 
likely to get it. Between $2.5 and $3 billion will come from 
increased income taxes (there is a disagreement between 
Executive and Legislature as to how much the new rates 
will produce), another $1.5 billion from larger corporation 
taxes and the last half billion chiefly from the elimination 
of loopholes in existing methods of taxation. Since he is 
getting what he wanted, Mr Truman cannot complain. 

But there are many who think that a greater proportion 

of the additional military expenditure should come out of 
current revenue. Since at least $10 billion of the expenditure 
appears likely to recur annually for many years to come, there 
is good cause for aiming to collect at least as much from 
additional taxes. There are some forms of indirect taxation 
which have never been tapped. Petrol, for example, has 
always been left as a source of revenue for state and local 
authorities. A Federal tax of 10 cents a gallon would have 
many advantages beyond the raising of a considerable sum 
for budget purposes. It would cut down the mileage driven 
each year, thereby saving petrol, steel and rubber, all 
materials on which a large military budget makes substantial 
calls. It would allow the postponement of many road- 
building projects and divert some goods traffic to the indigent 
railways. 
- There is another school, however, which is not concerned 
with mopping up excess buying power, but rather with 
keeping it in storage until the time when, or if, military 
demand has died down and delayed consumer demand is 
needed. Professor Sumner Slichter is concerned because 
the Korean crisis 

is causing individuals and business concerns to accumulate 

goods in excess of their immediate needs—in other words, 
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it is causing an accumulation of supplies instead of an 
accumulation of demand. 

It was the demand that accumulated between 1942 and 1945 
which at the end of the war took the place of governmen; 
spending and allowed the economy to adjust itself. T, 
encourage the postponement of demand, Professor Slichte 
suggested in the New York Times that the Treasury shoul 
offer sav.ngs bonds repayable at maturity in terms of the 
purchasing power of June 1950 dollars. 

The Federal Reserve System, having regained control 
over the terms of consumer credit, will be able to go par 
of the way with Professor Slichter. It will not be able to 
deny anyone the right to spend his income, but it will be 
able considerably to curtail his ability to anticipate it 
Something like $12 billion a year is now outstanding on 
hire-purchase agreements, excluding mortgages, and, if this 
total were drastically reduced, it would go a long way 
towards releasing to the Government the additional supplies 
of crucial materials it needs, since the greater part of all 
instalment buying is applied to motor cars, television sets. 
refrigerators, washing machines and such durable goods. _ 

One thing, at least, is clear by now. An increase in military 
spending, which, in absolute terms, would bankrupt any 
other country, need have very little effect on the United 
States. What effect it does have will be caused partly by the 
timidity of Congress and the Administration, neither of 
whom will contemplate paying the whole bill out of current 
earnings, and partly by a deeply ingrained inflationary 
philosophy. This philosophy, which can be summed up as 
a belief that it is less important to balance the budget each, 
or, indeed, any, year than it is to leave the taxpayer enough 
to allow him to save, invest and expand, sends shivers down 
the spine of Senator Byrd and other financial Puritans. But 
the retribution they prophesy has so far failed to materialise. 


American Notes 


Controls at a Price 


Just over a month has elapsed since the President asked 
for the speedy passage of a simple Bill authorising him to 
expand defence production and suppress the resulting infia- 
tion through the use of loans, allocations, priorities, credit 
controls, and requisitioning. Two days might have been 
saved if the Senate had not been unwilling to force Senator 
Lucas to forgo a lightning trip to bolster his somewhat shaky 
candidacy in Illinois, and if Senator Neely, a Democrat held 
in somewhat slighter esteem by his colleagues, had not 
insisted that a party rally in his native State, and his presence 
at it, were more urgent than any other consideration. The 
final vote, however, brought to an end the luxury of a free 
economy by an overwhelming majority of 84 to 3; it gave 
the President most of what he wanted—and a great deel 
more besides. Fortunately, the Senate draft does not carry 
as a rider the Mundt-Ferguson Communist Registration 
Bill, but this restraint was ensured only by the promise that 
a similar measure, which the Administration would have 
preferred to choke off, will be debated before Congress 
adjourns. 

The two casualties, in both the House and Senate versions, 
are the controls over margin requirements on the commodity 
exchanges, which the Administration was seeking long before 
the Korean crisis, and over credit on existing houses. In the 
President’s view, the stand-by price, wage and rationing 
powers thrust upon him represent a poor exchange. This 1s 
particularly true since in the Senate version the President 
loses the right to apply price controls by themselves, 
must either freeze wages with prices over the whole economy; 
or hold his hand altogether. Suspicion of the way controls 
might be administered was also apparent in the vote to confer 
the allocation and priority powers exclusively upon the Secre- 
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tary of Commerce. The present Secretary, Mr Sawyer, can 
be relied on to turn a sympathetic ear to complaints from 
business. ‘The Administration had already decided, tenta- 
tively, that Mr Sawyer should exercise these controls, but 
if the provision survives the conference between the House 
and the Senate, it would prevent the President from altering 
the arrangement with changing circumstances. 

It was in the debate on price controls, however, that the 
special interests showed their hand. Most of the sixty amend- 
ments offered, and the thirty accepted, tried in some way 
to protect privileged groups against the rigours of the powers 
for which the President never asked. For example, the meat 
packers, in the Senate version, are guaranteed a reasonable 
profit, ostensibly to prevent black marketeering. Farm prices 
are protected against the effects of a short crop. Ceiling 
prices on agricultural commodities must be based on parity 
or prices received during the period May to June—which- 
ever is higher. The first of these amendments may not sur- 
vive in the agreed version, but the last has the support 
of both House and Senate. It is little wonder that the 
Congress of Industrial Organisations is complaining that the 
price provisions are designed to stabilise profits, not prices. 
Fortunately, this rather shabby gift-horse is likely to remain 
in its stable unless a greater emergency arises. 

* * * 


Green Light for Republicans 


When the Republican members of the Senate Foreign 
Relations Committee declared last week that the Administra- 
tion’s Far Eastern policy gave the Kremlin “a green light 
to grab whatever it could,” they themselves gave a green light 
to all Republicans to grab whatever political advantage they 
could out of the evident public disquiet over the Far Eastern 
situation. Senator Wherry promptly built a bonfire for the 
Administration and put Mr Acheson on top of it. Not even 
detailed accounts of the $495 million worth of American 
aid sent to Korea since 1946 will damp the flames of Mr 
Wherry’s assertion that only $200 worth of wire was received; 
nor will the President’s severe condemnation—“‘a con- 
temptible statement and beneath comment ”—take the heat 
out of Mr Wherry’s remark that “ the blood of our boys in 
Korea” is on Mr Acheson’s shoulders. 

Senator Lodge can hardly have been surprised that his less 
responsible colleagues took literally the permission to fight 
with no holds barred, but he hastened to point out that the 
Republican statement was not nearly so uncompromising as 
the Democrats seemed to think. Certainly it begins and ends 
with impressive tributes to the desirability of national and 
international unity, but the filling of the sandwich, a detailed 
account of the “ ineptitude ” of the Administration’s foreign 
policy, past and future, will poison bi-partisanship for a long 
time to come, Senator Lodge insists that the statement was 
intended to be constructive, but a Republican victory is more 
likely to be built out of it than is a new foreign policy. 

The story is that the Republicans on the Foreign Rela- 
tions Committee issued their statement to forestall a much 
more violent one from the Republican National Committee, 
and that it represented the best that the internationalist half 
of the Republican representation on the Senate Committee 
(Mr Lodge and Mr Smith) could do in face of the isola- 
vonism of Senators Hickenlooper and Wiley. This may be 
true, but the statement is far more damaging than anything 
the Republican National Committee might have produced, 
just because it comes from a normally non-partisan source 
and especially because Senator Vandenberg, still absent 
through illness, expressed general agreement with its view- 
point. It was always inevitable that unscrupulous and isola- 
tionist Republicans would exploit the country’s obvious 
unpreparedness for the Korean war during the coming 
election campaign. But now reputable and internationalist 
members of the party have joined in a pincer movement 
against the Democrats’ whole foreign policy. This may be 
clever political tactics, but it can hardly fail to weaken 
America’s international strategy. | 


4il 
Uneasy Money 


The importance of the increase in its discount rate by 
the New York Federal Reserve Bank, from 14 to 13 per cent, 
lies not in the increase itself, even though it is being 
extended to other Federal Reserve districts, but in the 
evidence it offers that the Federal Reserve Board intends to 
do something, as well as to talk, about the need for general 
controls on credit, in addition to the specific controls on 
consumer and housing credit contained in the Defence 
Production Bill. The importance of the Treasury’s 
announcement on the refinancing of $13,570 million of 
government securities falling due in the next few weeks lies 
not so much in the terms of the new bonds—two 13-month 
issues at I} per cent, the rate now being paid for similar 
issues—as in the evidence it offers that the Treasury still 
thinks the immediate advantages of “ easy money” outweigh 
the long-term benefits of tight credit. However, the 
Treasury held out a very small olive branch to the Federal 
Reserve Board, by raising from $100,000 to-$1,100,000 the 
amount of certain saving bonds that institutional investors 
will be permitted to buy during the current year. 


The Treasury wants easy money because it makes it 
cheaper to carry the government debt, which is bound to 
increase during the coming months. The FRB wants dearer 
money as a restraint on the expansion of bank credit, and 
because it believes high interest rates have an essential part 
to play in relieving inflationary pressures. It had already 
urged banks and other lending agencies to refuse loans which, 
although sound, would have inflationary effects, for example, 
loans for purposes of speculation or inventory accumulation. 
Now it has declared that it is prepared to use all means at its 
command to restrain any further expansion of bank credit 


to ask Congress for additional authority should this prove 
necessary. 


The members of the Joint Committee on the Economic 
Report should be sympathetic to the FRB view, for one of 
the sub-committees proposed last January that the freedom 
of the FRB to raise interest rates should be restored for the 
sake of general stabilisation, even if it meant an increase in 
the cost of servicing the Federal debt. The Treasury can- 
not keep that cost down withcut the help of the FRB, which 
has until now been given, although often unwillingly, The 
raising of the discount rate seems to be a warning to the 
Treasury that it can no longer count on FRB support for 
government securities at current prices, and that the FRB 
is digging in its toes for the final round of the long tug-of- 
war on credit policy. The Treasury has now replied with a 
warning of its own which, in effect, tells the FRB that it is 
expected to do its duty by the new issue. 


* * * 


Long Haul on the Railways 


The endemic labour troubles of the railways flared up 
again this week, with a token five-day strike of yardmen in 
Louisville, Cleveland, and Minneapolis which spread a day 
later to Chicago and Pittsburgh and threatens to spread to 
the whole country next week. The two operating 
Brotherhoods involved are determined that their yardmen 
shall share the 40-hour week, with 48 hours’ pay, that the 
non-operating unions won last year, but which a fact-finding 
board approved only in part. The dispute is of eighteen 
months’ standing, and the unions are convinced that only by 
courting Federal seizure can they obtain better terms. This 
the President is reluctant to authorize, yet, if the strike 
spreads and steel production is cut, he may have no choice 

Any concessions beyond those recommended would make 
the task of subsequent fact-finding boards even more thank- 
less than it is now ; they would also be unwelcome additions 
to the railways’ costs at a time when they are contesting 
Government suits for a return of $2 billion “ overcharged ” 
in the last war and when, at last, they are taking seriously 
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the need for new equipment. The sudden demands put on 
the railroads’ supply of freight cars by the Korean crisis has 
shown that the president of the Association of American 
Railroads was sadly mistaken when he assured Congress a 
few months ago that the railroads were better prepared than 
ever to meet a national emergency. Today, before the new 
arms programme has even begun, the railways are being asked 
daily for 31,000 more cars than they can supply and the 
shortage is likely to grow worse before it grows better. The 
optimism of Mr Faricy, the president of the AAR, may have 
been stimulated by a desire to block a proposal that the 
government should buy, and stockpile against an emergency, 
another 200,000 freight cars. That figure hardly seems 
grotesque today; on July 31st the railways possessed 
1,727,000 freight cars, fewer than at the end of the war, and 
although their capacity is greater, the spread of the five-day 
week and less rigid controls have reduced the use that can 
be made of them. By the end of July, the AAR itself was 
urging the industry to buy an additional 122,000 cars. Some 
40,000 of these are already on order and another 25,000 are 
being built, leaving new orders of about 56,000. Government 
observers doubt whether even this belated repentance is 
adequate, since the railways have been scrapping about 
96,000 over-age Cars a year. 


The present target may well be not only too little, but 
belated, since it will require 2 million tons of scarce steel. 
But it could hardly be undertaken at all, without government 
aid, if the large insurance companies, many of them with 
heavy investments in railway securities, had not embarked 
upon schemes of purchasing freight cars and leasing them to 
the railways. The pioneer was the Equitable Life Assurance 
Company, which has added diesel locomotives to its lending 
list ; the Prudential Life Insurance Company more recently 
announced a similar plan of providing the railways with a new 
type of freight car that, thanks to shock-absorbing snubbers 
and under-frames, is expected to avoid damage to the cargo 
and to make heavier and speedier loading possible. 
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Waterfront Diplomacy 


In theory longshoremen and stevedores should 
not step in where diplomats fear to tread and veto fore; 
trade arrangements by refusing to unload imports from é 
Soviet Union. But in practice this declaration of economic 
war was taken very lightly as long as the only shipments 
affected were crabmeat consigned to a British governmen; 
agency for resale. When it became a question of furs con. 
signed to a private American firm and already paid for jp 
dollars, the matter became more serious. It can hardly . 
ignored now that the longshoremen, with the encouragement 
of their union leaders, have threatened to refuse to unload 
even the manganese which the American steel indusiry needs 
so badly. However, it may turn out that the longshoremen 
have only been quicker in the uptake than the diplomats 
for it is being suggested that, in present circumstances, ap 
official ban on imports from Russia might be imposed jin 
order to keep American dollars out of Soviet pockets. 


Except perhaps for this reason, no controls on imports 
are expected at present. The recent tightening in export 
licensing regulations is also a form of economic warfare. one 
which some European countries, in the opinion of their 
American competitors, are not waging as wholeheartedly as 
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they might be. It may not, however, be long before export 
controls are needed to safeguard domestic supplies o! scarce 
materials. The dollar gap has been narrowed during the 
past year more by a decline in American exports than by a 
rise in imports, but the two have been climbing hand in hand 
this summer. What happens to exports in future will depend 
on the net effect of shortages at home combined with in- 
creased shipments of defence materials to America’s allies. 
It is certain that the United States will need to import more 
raw materials from abroad, probably in sufficient quantities 
to bridge the dollar gap entirely for the time being. Such 
imports do not compete seriously with American products 
and, in any case, the present boom has given American 
businessmen more profitable things to do than protest. 

Indeed, it is rather surprising that the Administration 
should have chosen this moment to denounce the Swiss trade 
agreement of 1936 for the sake of American watch-maker. 
If the treaty lapses, as it will do if the Swiss refuse to include 
the escape clause that is obligatory in more recent agice- 
ments, the quotas under which the Swiss buy most of such 
necessities as grain and automobile tyres from America will 
lapse too, and numerous American interests will have beet 
butchered to make a watchmen’s holiday. This threat (0 
an important part of the dollar earnings of one of the few 
countries which has never begged for dollars is an inausp 
cious prelude to the Torquay conference on tariff reductions. 
The United States, by announcing that it will negotiate there 
with an additional country, Cuba, and publishing a further 
list of commodities on which it is prepared to lower duues, 
has dashed the hopes of the wishful thinkers who had been 
Suggesting that the uncertainties of the foreign trade situa 
tion made a postponement of the conference desirable. 
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British Colonialism and Uno 


(By a Correspondent recently at Lake Success) 


HE Trusteeship Division of the United Nations is an 

impressive affair. Dozens of officials, of all races and 
creeds, analyse reports covering about 60 dependent terri- 
cories with a population of 200 million souls—a tenth of the 
‘nhabitants of the world—and prepare documents for the 
detailed discussion of the administration of these lands. But 
she British visitor to this Division at Lake Success is in for an 
ancomfortable time. No matter to whom he speaks, the 
guestion is shot at him. “ Why is the United Kingdom always 
opposed to everything ?” “ But we have had a magnificent 
record in colonial policy during these last years ””—says the 
visitor, his patriotic feathers ruffled. “That may be,” reply 
the critics, “ but you make a pretty poor showing.” 

It is only too true. Britain is in the position of the problem 
child, its hand against everyone (except one or two other 
problem children) and everyone’s hand against it. The 
tragedy is that the British are right in what they are doing— 
from the technical and legal point of view. In a court of 
law they could make out an unassailable case in self-defence. 
But morally, they appear hopelessly in the wrong. They 
oppose resolutions for proscribing prostitution, for eradicating 
illiteracy in the colonies, for inquiring into slavery. They 
refuse to transmit information on certain points. They vote 
against the most beneficial-sounding recommendations, and 
if they do not actually vote against, they abstain in injured 
dudgeon. The Polish delegate, with a side-glance at the 
United Kingdom representative, fulminates against “ those 
Powers who, in a revolutionary age of social change, are 
trying to uphold the heritage of the Dark Ages of colonial 
exploitation.” “The United Kingdom’s experience and 
record,” replies the British representative, “ as an architect of 
the institution of self-government, is unrivalled—and I make 
no apology for my immodesty.” | But—at least in this 
instance—the majority sympathy rests with the Pole. 


Vagueness of the Charter 


How has this sorry state of affairs come about? It stems 
primarily from the vagueness of the UN Charter. Chapter 
Eleven of that Charter deals with all non-self-governing 
territories apart from the Trust territories for whom special 
arrangements are made. It lays an obligation on the ad- 
ministering powers to transmit information on the social, 
economic and educational conditions in their territories, to 
the Secretary-General of the United Nations. It deliberately 
excludes “ political” information; and it provides no 
machinery by which the information transmitted shall be 
discussed. In fact, the principle of international super- 
‘sion over these colonies is nowhere established. On this 
‘egal position the British stand pat. But the whole history 
of colonial discussion by the United Nations, ever since its 
creation, has been to breathe life—albeit an unruly life—into 
the bare bones of Chapter Eleven, At first a Special Com- 
mittee was set up—against the British will—to consider the 
information transmitted. It was set up for one year. When 
it came to renewing its term, the British opposed ; this 
happened three times in three successive years. Each time 
the British were defeated. There have been many proposals 
to make the Committee a permanency ; Britain will have 
hone of it. Last year the permanency proposal would have 
gone through had it not been for American support for a 


three-years-life compromise. The British opposed that also, 
but the proposal achieved its majority. Britain acquiesced 
with sulky hauteur. It now appears, however, that the British 
have made up their minds to make the best of the Com- 
mittee. Mr Fletcher-Cooke announced at Lake Success last 
week that the British Government was prepared to co-operate 
with the Committee as fully as possible—although it still 
maintained its view that the Cnarter did not give the United 
Nations any rignt to supervise the administration of colonial 
—as distinct from trust—territories. 


Then there has been the battle over the transmission of 
political information. Basing its arguments rigidly on the 
Charter, Britain refuses to lay thig information before the 
Special Committee, whose very existence it abhors. The 
information is all there, it claims, in dozens of reports in the 
library ; there is no shred of secrecy. But the Committee has 
no right to have this information on the table, and Britain will 
not supply it direct, Year after year this argument has gone 
on. Resolutions have been passed over Britain’s head that 
political information should be voluntarily transmitted. Other 
nations agree to do so, but Britain will not. The discussion 
then centres not on the content of the information produced 


b, the others but on all the sinister reasons for Britain’s 
refusal. 


Honesty or Policy? 


Last December, at the General Assembly, the matter 
reached something of a climax. Ten resolutions had come 
forward from the Special Committee ; Britain voted against, 
or abstained, on every one of them. They were quiet innocent- 
sounding resolutions, on the whole, even though the first 
two dealt with the delicate questions of the three-years-life of 
the Special Committee and the voluntary transmission of 
political data. Three dealt with educational matters, one 
with international collaboration for the betterment of colonial 
conditions, one was a proposal to define a_ non-self- 
governing territory, and so on. Britain rejected all on 
grounds of principle. They were based, said the British 
representative, on “the completely invalid assumption that, 
in subscribing to the Declaration in Chapter Eleven, member- 
states which have responsibility for the administration of 
non-self-governing territories, have accepted the principle 
of international supervision over the administration of these 
territories.” The British emphatically disagree that there 
is anything in the Charter which obliges them to account 
to world opinion in this way. 

There is another difficulty that the British find themselves 
up against—the simple issue of honesty. It is easy enough 
to vote for resolutions which sound well, but what if they 
really have not the power or the possibility of carrying them 
out ? Do they then vote for them regardless, earn popular 
commendation, and take no effective action ? To avoid this, 
the British have tried to amend certain international conven- 
tions by introducing the “ colonial application ” clause. This 
means that the convention is accepted, subject to the colonies 
themselves agreeing to apply it. A typical example of this 
occurred last December, when a draft convention for the 
suppression of traffic in women and children came before 
the General Assembly. Some colonies, the British repre- 
sentative argued, are all but self-governing in internal affairs ; 
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they must be allowed to take decisions for themselves. “ My 
government,” said the British spokesman, “ stands firmly by 
the principle that each colonial government shall itself decide 
whether it wishes to accept the terms of this convention, and 
my government will not use pressure or force to influence 
such a decision. .. I should like to point out that if this 
amendment is rejected, the General Assembly will not be 
depriving the Government of the United Kingdom of certain 
rights ; it will be depriving the governments of the non-self- 
governing territories of their right. . . . And even if the 
rest of this convention is unreservedly acceptable to my 
government, my delegation will not hesitate to recognise its 
clear obligation to vote against the convention.” 


This attitude, so reasonable to the British, was received 
with the utmost condemnation by others. Said the Ukrainian 
delegate, “ The representatives of the colonial powers quite 
obviously do not intend to fight this social evil... . They 
would tend not to stop but to promote the exploitation of 
man by man, the traffic in persons and the exploitation of the 
prostitution of others.” In contrast to this wickedness, the 
Ukraine was a paradise of justice. “ Such a disgraceful social 
evil as traffic in women and children and the exploitation of 
the prostitution of others has long since been abolished in the 
Ukrainian Socialist Soviet Republic, together with the dis- 
appearance of the exploitation of man by man, national 
discrimination and all other forms of discrimination.” Most 
delegates simply would not admit that a colonial territory 
which was still a colony could be anything but completely 
subject to the imperial power. In the end, two nations— 
Britain and France—voted against adopting the Convention. 
Is it surprising that the newspapers should declare to the 
world—* Britain votes against the suppression of traffic in 
persons ? ” 

But behind all this there is something more than mere 
British obtuseness. There is a sharp resentment at the way 
international discussions on colonial affairs have been turned 
into baiting-grounds of the administering powers. An arena 
has been provided for bitter and unjust allegations, made for 
political reasons, by nations who refuse any investigation into 
their own affairs, When it suits these opponents to extend 
the Charter, they bring the battery of public opinion into 
operation to gain their ends—but they object violently to any 
stretching of the Charter in their own disfavour. It is fast 
becoming obvious that trouble is positively invited the 
moment colonies are dealt with in a separate category—yet, 
as long as colonies are not themselves represented at Uno, 
how is this to be avoided ? 


In the meantime, Britain, with the best colonial record of 
any power, finds itself in a thoroughly untenable position. 
It feels it all the more keenly, simply because its record is so 
good. If the critics keep up their attitude and the “ neutral ” 
powers continue to condone the badgering, the British 
Government will be faced with some very painful alter- 
natives. The “ neutrals,” of which the United States is the 
chief, might well ask themselves whether it is in their interest 
to force an open split among the free nations. 


New Broom in the 


Czech Army 


[FROM OUR VIENNA CORRESPONDENT] 


With the proverbial zeal of the new broom, Dr Alexei 
Cepitka, who succeeded General Svoboda as Czechoslovak 
Minister of Defence last April, has recently been setting 
about the task of Sovietising the Czechoslovak army. As 
General Svoboda was in good standing with the Communist 
Party when he was kicked upstairs to the post of Vice- 
- Premier, Dr Cepitka has been in the—for him— 
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unaccustomed position of having to sweep with some degre: 
of tact. He has based the inevitable purge among. the 
officers, not on the timeworn accusation of political up. 
reliability, but on their having failed to take sufficient care 


of the common soldier. 


The first to go was the head of the Army Supply Depart. 
ment, Major-General Bruno Zapletal, who was summarily 
dismissed on a charge of not having spent all the money 
allocated to him to provide the rank and file with rations, 
uniforms and other necessities. Seeing that goods of al! 
kinds in Czechoslovakia have been, and still are, in short 
supply and that the rank and file consisted mostly of anti- 
Communists, to whom it was not thought desirable to give 
priority, the charge can safely be described both as verbally 
correct and factually monstrous. If General Zapletal had 
not been a “ Londoner ” it would never have been made. A; 
it is, he can consider himself lucky to have been merely 
dismissed without a trial. Two other officers, Colonel Antonin 
PoStulka and Lieutenant Josef Simane, were soon afterwards 
sentenced to nine and four years’ rigorous imprisonment 
respectively for having allegedly misappropriated rations. A 
third, Lieutenant Jaroslay Filip, was overheard publicly 
criticising these sentences. A commission therefore went to 
his rooms and found army property to the extent of half a 
litre of oil and some medical instruments. He is now serving 
a sentence of seven and a half years’ rigorous imprisonment, 
deprivation of rank, confiscation of property, loss of citizen- 
ship rights for 10 years and a fine of Kes. 10,000 on charges 
of mutiny, sabotage and theft of army property. 


In constituting himself the champion of the poor, 
bewildered Czech and Slovak infantryman, Dr Cepi¢ka may 
be backing a winner. Not being politically reliable, the 
army has hitherto been deliberately neglected by the Com- 
munists. Its equipment is mostly a hotch-potch of British, 
American, Russian and even German cast-offs ; the only 
up-to-date arms in the country belong to the Security Police, 
which has at least one mechanised division with modern 
Russian guns and tanks. Dr Cepitka has declared, however, 
that henceforward the Army is to have “only the best” 


because “only the best is good enough for the defenders of 
socialism.” 


Comrade Colonels 


Meanwhile, the whole framework of the Army is being 
remodelled so that when the next batch of conscripts are 
called up on October 1st they will be trained entirely on 
Russian lines. The “ servile western title of Sir” has been 
abolished and the soldier will in future address all officers 
and NCOs as “Comrade” followed by the rank. Off duty 
he may use the familiar “ thou” when speaking to an officer. 
On duty, however, he must say “ you.” So must the officer. 


In one of his first Orders of the Day, Dr Cepitka said that 
discipline is “the indivisible responsibility ” of the military 
officer, and he called upon Army political education officers 
to help the military officer to enforce it. Dr Cepicka has 
also warned the common soldier that he has not only the 
right but the duty to report all “inadequacies ” on the part 
of his superiors to the local branch of the Communist Party. 
Dr Cepitka went on to complain that the occasions on which 
the common soldier had carried out this duty were so far 
“ disturbingly few.” Unless the rank and file reported all 
the inadequacies of their officers, he declared, the latter 
would be unable to appreciate the need for “ self-criticism, 
and until they had mastered this essential element of theit 
training they could never be efficient officers in a People’s 
Democratic army. 


The army will in future be under the new criminal code 
in respect of some major breaches of discipline and for all 
treasonable offences. In purely military matters, however, 
soldiers will still be accountable to the military machine. 
There is also a new type of disciplinary court, called the 
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Sta 1S ment * Holland, Australia, New Zealand, South 
Africa and South America. Simon ex- 


WINDSCALE WORKS ports of machinery and technical services 


Here on the actual siteof one of the firm’s large war-time have gone to forty countries in the last 
contracts, two high chimneys tower above the squat bulk 
of the atomic piles. It would seem more than a coinci- 
dence that this present day contract is being carried 
out almost within sight of James Laing’s first historic 
contract in the hills of Cumberland over 100 years HENRY SIMON LTD. 
ago. Between 1848 and 1950, the contrast is complete. SIMON-CARVES LTD. 


SIMON HANDLING 
ENGINEERS LTD. 


TYRESOLES LTD. 

TURBINE GEARS LTD. 

DUDLEY FOUNDRY CO. 
LTD. 


five years, 


SANDHOLME IRON CO, 
LTD. 


THOS. ADSHEAD & SON 
LTD. ; 


For speed and efficiency in building and civil engineering 
JOHN LAING AND SON LIMITED + Established in 1848 
London, Carlisle, Lusaka, Johannesburg. 
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Honour Jury, which will deal with any charge brought by 
one officer against another and will be entitled to impose 
very severe penalties including reduction to the ranks. A 
further significant change, noted for the first time when a 
batch of officer cadets graduated from the Hradnice military 
academy in July, is that, henceforward, allegiance is sworn 
not to the President only but also to the Government. 


How this attempt to rehabilitate the Czechoslovak Army 
in its own eyes and make it an efficient addition to the Soviet 
fighting machine will work out is a matter for surmise. Taken 
in conjunction with the parallel efforts in Poland and 
Hungary, it is a clear indication that the Soviet Government 
means to take as few chances as possible in the event of a 
war. But it is quite certain that, militarily speaking, the 
Czechoslovak army of today, far from being all right, is 
completely useless, and it will take at least a year, perhaps 
three or four, to get it into fighting trim. And it is anybody’s 
guess whose side it will then want to fight on. 


Plan for the Fourth 
Reich 


Moscow’s determined effort to extend its domination 
over the whole of Germany by political means is receiving 
a new impetus this week-end from the holding of the 
National Front Congress in Berlin. This is being attended 

t only by delegates elected by the National Front Com- 
iaittees throughout eastern Germany but also by a large 
number—according to one estimate 1,500—of delegates 
from western Germany who have succeeded in overcoming 
the “ obstructionist tactics” of the Bonn Government. 


The National Front movement has come a long way since 
-it was first launched by the third People’s Congress in May, 
1949. The driving force behind it is the Communist-directed 
Socialist Unity Party (SED) ; but, unlike most Communist- 
inspired movements, the. appeal of this one is directed to 
people of all classes, all beliefs, and all professions—to every- 
one, in short. “who has Germany’s interests at heart.” 
Grotewohl, the east German Premier, has said that the 
essential qualification for those seeking admission to the 
movement is their 

present attitude in the great struggle for the liberation of 
the German people. . . . Those demanding additional quali- 
fications, such as anti-fascism or genuine democracy, 
dangerously narrowed the platform of the National Front, 
ahd deprived the movement of its all-embracing mass 
character, 

This is the classic Communist technique of getting all 
sorts into one ship in order to drop all undesirables overboard 
later. Grotewohl has also stressed how necessary it is to 
draw all other parties and organisations into the movement. 
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It is hoped that the contacts which the remnants of the eas; 
German “bourgeois ” parties still have with their counter- 
parts in the Federal Republic will provide valuable channels 
through which the National Front propaganda can spread 
in western Germany. It is therefore especially important 
that the east German Liberals and Christian Democrats 
should be persuaded to give their enthusiastic support. 


The movement will now be used to get the stamp of 
popular approval for what is in fact a Communist dictator- 
ship and to present the east German regime in the most 
favourable light to the people of west Germany. The elec- 
tion programme proclaimed by the National Front Congress 
this weekend will be supported by all candidates in the east 
German elections on October 15th. It is hoped that this 
joint programme—which in effect destroys the last vestiges 
of independence of the “bourgeois” parties—may gain a 
little more popularity than it has so far, if it is given a grand 
send-off by a mass national organisation. Grotewoh! has 
shown how the National Front election programme is also 
designed to show the people of the west that the real enemy 
of Germany is not another political party but “ foreign 
capitalism, which seeks to enslave and colonise Germany.” [t 
is true that there are no foreign capitalists in the German 
Democratic Republic, but “we care just as much about 
western Germany as we do about progress in our Republic. 
We are concerned not with one part of Germany but with 
the welfare of the whole German people.” The joint election 
programme might be supposed to be applicable to the whole 
of Germany, since so many of the National Front Congress 
delegates are supposed to be coming from the west ; and 
when the people of western Germany have observed its 
triumphant and enthusiastic acceptance in east Germany on 
October rsth, it is hoped that they will demand the holding 
of similar elections throughout the whole of Germany. 


Aims of “ National Resistance ” 


Meanwhile the National Front Congress must become 2 
“ beacon of resistance” in western Germany. The “ legal” 
basis of this resistance has already been defined dy 
Grotewohl in a speech to the SED Congress in July. It is 
claimed to derive from the failure of the western Allies to 
observe the Potsdam decisions. The spearhead of the resis- 
tance will be the west German Communist Party (KPD) 
which, it appears, has now once more been brought firm!) 
under the control of the more efficient and more successful 
Socialist Unity Party. The general objectives of the 
“ national resistance ” are calculated to attract west Germans. 
They include the repeal of the Occupation and the Ruhr 
Statutes ; the abolition of the Allied High Commission ; and 
the return of the Saar. Herr Ulbricht, the east German vice- 
premier, has now described some of the detailed acts of 
resistance which it is the duty of every patriotic German to 
carry out in order to achieve these general objectives. These 
include the prevention of all American imports of food and 
goods for which a German substitute can be found ; the 
prevention of any further dismantling by “any available 
means”; the fostering of business relations with eastern 
Germany in spite of Allied restrictions ; and resistance to 
“all kinds of Anglo-American influence on the Germano 
economy or on individual factories.” 


The people of western Germany are being incited to 
support this policy of national resistance by indignant 
diatribes against the American “imperialists” and 
“colonisers” ; by high-sounding phrases about *winning 
lasting peace and achieving once more the economic, political 
and cultural unity of Germany ; and by the lure of vastly 
lucrative eastern markets stretching to China and beyond. 
But behind all this propaganda lies the scarcely-hidden 
warning that the west Germans had better hurry up and 
throw in their lot with the Russians before the attempts of 
the western Powers to rearm western Germany forces the 
Russians to forestall them by armed force. 
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THE BUSINESS WORLD 





Free Markets under Exchange Control 


T= problem of marrying free commodity markets 
with the inevitable restrictions of sterling exchange 
control has occupied the attention of the authorities m 
Britain for some time past. It will continue to exercise 
them as one commodity after another leaves the fold 
of state trading and returns to the greater flexibility— 
with all its advantages and dangers—of private trading. 
This problem, which is peculiar to Britain because of 
its old-established international commodity markets, was 
presented to the Authorities for.a brief period in the very 
early months of the war. At that time the Liverpool 
Cotton Market remained open, so that measures had to 
be devised to fit its operations into the then prevailing 
structure of exchange control. The problem presented 
no great difficulty at the time because exchange control 
was still wearing its “ phoney war ” trappings ; and up to 
mid-1940 a considerable volume of internationally used 
sterling was in fact free sterling. When free sterling 
disappeared after the tightening up of exchange control, 
the Liverpool Cotton Market was closed down. 


Despite this prewar experience, it is only in the past 
two years, upon the reopening of the rubber, tin and 
coffee markets—and in coffee the market still operates 
only for international business—that this problem of 
devising machinery by which a free commodity market 
could function within the framework of exchange control 
has become really important. To solve it under present 
conditions of exchange control has required the setting 
up of rather elaborate machinery, but the authorities con- 
cerned—the Treasury and the Bank of England—seem 
to have steered successfully between the two conflicting 
difficulties. In the first place, they have striven to give 
individual operators in the reopened markets the utmost 
possible freedom of action. Secondly, they have suc- 
ceeded in preventing the freedom given to these 
operators from leading to an export of capital or to 
undesirable speculation. 


x 


So long as exchange control is necessary, operations 
in these markets must be subject to post-facto super- 
vision and control, and this control must be buttressed 
by sanctions against those who may abuse the freedom 
they are given. In order to satisfy these conditions some 
formal system of reporting transactions to the authorities 
has had to be devised and this in its turn has meant that 
the Bank of England, in operating the control on behalf 
of the Treasury, has had to deal with recognised market 
organisations and has delegated to these organisations 
some of the power of applying the necessary sanctions. 

The decision to work the controls through a market 
organisation—for rubber, it is the Rubber Trade Associa- 
tion ; for tin, the London Metal Exchange ; for coffee, 
the Coffee Brokers’ Association—has inevitably involved 
the danger of establishing “‘ closed shops ” in the trades 
concerned, and of giving these bodies official sanction 


and powers. The authorities seem to have been alive to 
this danger. In their dealings with these market organi- 
sations they have always emphasised that the associations 
must be open to anyone with a genuine claim to be a 
member of the market. The final decision upon eligibility 
is, however, left to the association itself—an arrangement 
obviously convenient for the authorities, but rather unde- 
sirable in principle. The executives of the associations 
have been enjoined by the authorities to equip them- 
selves with the powers necessary to enforce decisions on 
the participating firms and to be responsible for using 
those powers in accordance with the arrangements 
agreed from time to time with the Bank of England. 


The principle of delegation of authority applies not 
only to the established and recognised organisations of 
each market, but to the banks that keep the accounts of 
the participating firms. These banks are given a blanket 
authority by the Bank of England to pass transactions in 
the sterling accounts maintained by the participating 
firms. But these accounts are carefully segregated from 
transactions not falling within the ambit of the schemes. 
All payments and receipts directly concerned with each 
participant’s purchases, sales, storage, movement, etc. of 
rubber, tin or coffee, must be centralised in a single 
account. This account thus includes payments and 
receipts for commodities, insurance, shipping, ware- 
housing charges, but excludes items such as wages and 
salaries, London overhead expenses and so on. Every 
item entered in this account must be duly attested and 
documented by receipts. 


The system of post-facto control at the Bank of 
England is based on the submission to it of two sets of 
monthly returns. Each market firm participating im the 
scheme furnishes full information on the very detailed 


. form reproduced with this article. This is a confidential 


return, but every firm knows that the information con- 
tained in it, when aggregated by the Bank of England 
to show the position of the market as a whole, will be 
revealed to the executive of the market organisation. In 
addition, the banks holding the rubber, tin, or coffee 
scheme accounts submit monthly statements of these 
accounts to the Bank of England—again under the usual 
terms of secrecy and confidence. The banks’ statements 
are compared with those submitted by the participating 
firms and each set should corroborate the other. The 
task of inspecting and checking these monthly returns, 
of looking for discrepancies and watching whether the 
market position is showing signs of undesirable specula- 
tive development falls to the commodity department of 
the Bank of England. This department has the right to 
inspect the books of the participants and it has in fact 
carried out a virtual audit of each firm concerned. The 
firms in question agree that it has performed this 
inevitably invidious task with tact and discretion. 


There are two danger points upon which the 
authorities concentrate their scrutiny. The first danger 
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is that the freedom given to the participating firms might 
be abused in order to achieve an unauthorised export of 
capital. The second is the possibility that the freedem 
of the markets may lead to the emergence of unhealthy 
speculative positions. The freedom with which the 
participating firms may deal in their particular com- 
modity is complete. They may buy and sell anywhere 
in the world, and therefore can at their own discretion 
pay sterling to any non-resident account. In conse- 
quence, in these operations the restrictions that normally 
apply to sterling payments to American or to bilateral 
accounts cannot apply. The transactions are reported 
monthly and are justified after the event, not before they 
take place. The risks involved are obvious. Ware- 
house warrants are negotiable documents. It would 
need very little ingenuity for a resident in Britain 
to purchase a warehouse warrant entitling him to tin 
or rubber and then to sell it to the United States and 
thus convert sterling capital into dollars. That risk has 
been run—and the authorities agree that no perceptible 
damage has resulted from it. Any serious use of this 
loophole would readily be detected in due course, but 
in the interval considerable flights of capital might have 
been made possible by the facilities provided under these 
commodity schemes. So far, however, no such flight 
has occurred. 


Something must now be said about the steps that 
have been taken to prevent free markets from leading 
to unhealthy or undesirable speculation. The dangers 
of such developments under present conditions are 
obvious. A hard-currency commodity such as coffee 
would have offered a perfect medium for hedging against 
the devaluation of sterling. Similarly, in recent weeks 
rubber must have appeared a most promising war-hedge 
to the speculatively inclined. It is clear, however, that 
any development of such purely speculative positions 
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would be quickly revealed by the monthly returns. As 
will be seen from the appended specimen, these are 
extremely searching. They show where payments are 
made and whence they are received and measure both 
the forward position and the stocks of each participating 
firm. As already noted, the totals of the aggregated 
returns are shown to the Executive Committee of each 
market organisation. If these totals suggest that 
unhealthy speculative positions are being built up, the 
Bank of England, acting for the Treasury, would inform 
the market that in the national interest members should 
show more discrimination in accepting buying or selling 
orders. If the succeeding batch of monthly returns 
showed that one or more firms had disregarded this hint 
and had further inflated the forward position, the Bank 
of England would then have the right to pass the name 
of the firm or firms in question to the market organisa- 
tion with a request that it should take such action as it 
deemed necessary. This is the only occasion on which 
any information arising from these confidential monthly 
returns would be allowed to pass out of the Bank of 
England ; even then, although the name would be passed 
on, the relevant figures would not. On receipt of such 
information, the market organisation would apply its 
rules to deal with the “ offender.” The committee or the 
association would have the right to call for the figures 
of the firm in question and in the last resort to expel it 
from the market—and, incidentally, from all the benefits 
of the commodity scheme. It should be pointed out, how- 
ever, that no such expulsion—indeed, no exercise of 
any of the sanctions involved in this particular control 
mechanism—has yet occurred. 


The use of sterling in these international commodity 
market transactions is steadily expanding. The latest 
annual report of the Bank of England points out that in 
1949 £37 million was transferred under the coffee and 
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STANDARD BANK 
oF SOUTH AFRICA umitep 


Bankers in South Africa to the United Kingdom Government. Bankers to the Govern 
ments of Southern Rhodesia, Northern Rhodesia, Nyasaland and Tanganyika. 


Capita! Authorised and Subscribed - £10,000,000 
Capital Paid-up - - = - « £5,000,000 
Reserve Fund - - - - = £5,000,000 


10 CLEMENTS LANE, LOMBARD STREET and 
77 KING WILLIAM STREET, LONDON, €E.C.4 


LONDON WALL Branch — 63 London Wall, €E.C.2. 
WEST END Branch —9 Northumberland Avenue, W.C.2. 
NEW YORK Agency—67 Wali Street. 
HAMBURG Agency — Speersort, 6. 


BRANCHES THROUGHOUT THE UNION OF SOUTH AFRICA, 

SOUTH-WEST AFRICA, SOUTHERN AND NORTHERN 

RHODESIA, NYASALAND, KENYA, UGANDA, TANGANYIKA, 
ZANZIBAR AND PORTUGUESE EAST AFRICA. 


Banking Business of every description transacted 


at all Branches and Agencies. 
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and upwards 
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£100 assured under With- 

Profit Policies in force at 
3st December, 1949. 


FQUITY &é LAw 


ASSURANCE SOCIETY 
20, LINCOLN’S INN FIELDS, LONDON, W.C2 
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INDUSTRIAL AND COMMERCIAL 


iC. F.C. ee 


FINANCE CORPORATION 





I.C.P.C. was set up in 1945 by the English and 
Scottish Banks, with resources of £ 45,000,000, 
to supplement existing tacilities by providing 
an accessible source of share capital and long 


term tunds tor well conducted businesses o 


erent A OTT 


small or medium size. It applies to all pro- 
posals the usual canons of sound finance and 
is not averse from supplying risk capital. 

I.C.F.C. so far has made available over 
{20,000,000 for British Industry, divided 


among some 330 concerns of many kinds. 





Full particulars of the facilities offered 
may be obtained from the General Manager, 


7, Drapers Gardens, E.C.2. 








HIN ies 


A. network of 600 branches and agencies 


provides a regular flow of trade information 
of vital importance to British business houses. 
For details of this service write to the Informa- 


tion Department of :-— 


THE NATIONAL BANK 
OF AUSTRALASIA LIMITED 


7, Lothbury, Londen, E.C.2 


Incorporated in W ictoria Established 1848 
Other London Offices at 
Australia Heuse, Strand, W.C.2 and &, Princes Street, E.C.a. 
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rubber scheme and in merchanting transactions under 
the so-called FE 24 facilities (these are “ third-country ” 
trade payments under which purchases of commodities 
can be made in one country provided the goods are sold 
to a country with a currency at least equally hard). The 
tin scheme began to operate only towards the end of 
1949. It will help to lift the 1950 turnover well above 
the totals attained in these commodity schemes last year. 

The wider transferability of sterling achieved by the 
reopening of international commodity markets in Britain 
is a logical line of approach to the convertibility of 
sterling. By freeing commodity markets and devising 
mechanisms through which they can function unham- 
pered by exchange control, some of the conditions in 
which sterling was a truly international currency are 
recreated. This free convertibility of sterling into 


THE ECONOMIST, August 26. 1959 


commodities wherever they may be bought is a much 
surer approach to full convertibility and is much more 
firmly embedded in the historical tradition of sterling 
than was the attempt of 1947. The relaxation oj 
exchange control that is required by this freeing of 
commodity markets creates certain loopholes, both fo; 
capital exports and for undesirable speculation. Thos: 
risks have so far been taken without damage. The British 
facility for reconciling incompatibles, for evolving 
a middle way in which free markets can operate within 
an overall framework of exchange control, has again 
found expression. The British tradition is seen, too, in 


the dependence of these arrangements so largely upon 


loyal co-operation between the markets and the authori- 
ties and so little on predetermined statutory formule and 
procedures, 


The Cement Shortage 


UPPLIES of cement have become increasingly 

difficult in the past twelve months and are unlikely 
to get easier before next year. The shortage, which mani- 
fests itself in temporary local famines rather than in any 
national scarcity, runs contrary to the general improve- 
ment in supplies of construction materials. Imported 
softwoods are still scarce but the other materials, notably 
steel, bricks and coal, are in relatively free supply. The 
fact is that home and export demand for cement have 
together outstripped productive capacity by quite a wide 
margin. There has been a genuine increase in the 
market for cement and a succession of fine winters has 
produced further local shortages by preventing the 
seasonal accumulation of cement stocks which would 
usually take place when bad weather holds up building. 
Increases in demand have come from a number of 
quarters. While the rate of house building is lower than 
before the war, more cement is being used per house. 
The prewar average was about 4 tons for a council 
house. It is now nearer 84 tons. This is cement in 
bags ; the aggregate tonnage in all forms is probably 
nearer 10 tons a house. The housing schemes, including 
the necessary roads and sewers, are estimated to take 
about 37 per cent of all deliveries. Big projects like 
those for the Atomic Energy Research Establishment 
need large weekly deliveries. An average of 600 ions 
a week has been going to the plutonium plant at S-llafield 
during the past two years, and the plant going up at 
Capenhurst is taking about 400 tons a week. London 


Airport had used 330,000 tons by the beginning of 
August. 


The growth in demand was not unexpected: by 1945 
cement producers had prepared schemes which together 
would have increased productive capacity by 1,600,000 
tons a year. Under normal conditions there would be 
an interval of eighteen months between the decision to 
erect new plant and its completion. But it has taken 
nearly five years to bring the first of these new plants into 
operation. Two more should be finished by the end of 
the year. They will together add 710,000 tons to the 
industry’s annual capacity, but they are unlikely to con- 
tribute more than 300,000 to 400,000 tons to output this 
year. The balance of 1,600,000 tons of new capacity 
should be working by the end of next year ; it is made 
up of extensions to existing plants. The resultant total 


capacity of more than 10,700,000 toms a year will 
probably be more than is needed to meet demand at 
that date and so some of the oldest plant can be retired. 


Several factors delayed the installation of new plant. 
There has been some difficulty in getting deliveries of 
machinery although much of it was ordered in 1945. By 
an unlucky coincidence the Town and Country Planning 
Act came into operation when the firms were applying 
for permission to put up their plant and there appears to 
have been over-meticulous scrutiny of the applications in 
the interests of local amenities. It took three years and 
three public inquiries to get permission for one project. 
Formalities have become so slow, and their outcome so 
uncertain, that firms are thinking seriously of putting 


up new plants in their overseas markets rather than in 
this country. 
* 


Last year the industry raised its output nine per cent 
by reopening a number of old plants. Total production 
was 9,287,000 tons. Cement-making plant comes 
within the “stationary” category, -which does not 
deteriorate to the same extent as other types of capital 
equipment. Comparatively small replacements will bring 
it back into working condition. In the ordinary way 
some surplus capacity is kept in reserve to meet increases 
in demand that cannot be met from stocks. This enables 
plant in service to be run to capacity, an essential condi- 
tion for economic working. Because all available plant 


is now working, this device for ensuring smooth deliveries 
no longer exists. 


Output this year is expected to be not less than 
9,500,000 tons. The first of the new plants, built by 
the Tunnel Portland Cement Company in North Wales, 
came into full production in the spring and has 4 
planned capacity of about 240,000 tons. The second new 
plant, consisting of a doubling of the Rugby Portland 
Cement Company’s Rochester plant, is ready for its 
trial runs. It will add 120,000 tons to the industry's 
potential, but it cannot make any great contribution to 
supplies this year. The third and largest of the new 
plants, which the Associated Portland Cement Company 
has built at Shoreham, is rated to produce 350,000 t's 
a year. It will not be ready until the end of 1950. 


Before the war the home market consumed a littlc 
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less than 7,000,000 tons of cement a year, and about 
three-quarters of a million tons a year was exported. By 
1949 exports had risen to nearly 2,000,000 tons a year 
and were limited to that figure only by shortage of sup- 
plies. The urgent needs of the home market have led to 
a deliberate limitation of exports this year ; the industry 


BrITIsH CEMENT OUTPUT AND DELIVERIES 


(000 Tons) 

| | Deliveries | 
Production to Exports 

| Home Market | 
4 OVERS 34 Sh ibe nsaewds i 4,754-8 4,032-8 671-9 
Dag aeee pees os j 7,157-0 6,493°6 686-9 
15... con gaeataeees | 4,051-0 | 3,303-0 593-3 
OPP ees ee ye i 6,574-0 j 5,479-0 1,162-5 
47 6,960-0 | 6,175-0 887-8 
O48 oss anno 8,521-0 6,929-0 1,551-0 
49 . x. bs SEU eRe eet tao o res 9,216-0 | 7,429-0 1,839-0 
O © sent oss senses cenetss 4,644-0 3,964-0 887-0 


plans to sell less than 2,000,000 tons abroad. The big- 
gest deliveries go to East and West Africa. A good deal 
went to South Africa until last October when Associated 
Portland opened a plant capable of supplying all the 
Union’s needs. Other British colonies are big con- 
sumers, and a fair tonnage has been going to wesiern 
Europe. Some cement is being sent this year to Canada 
and the eastern United States. 


The price of cement in London is 73s. a ton compared 
with 80s. 2d. in Brussels, 95s. in Sydney, 157s. 6d. in 
Buenos Aires and 175s. in New York. Thus in many 
markets British firms can cover the dispropor- 
tionately high freight charges on their bulky product 
and make a substantial profit as well. They can, for 
example, deliver cement in Florida more cheaply than 
can the nearest American factory. The Rugby Portland 
Cement Company alone has deliveries now on their way 
to Florida, Virginia, Baltimore and Montreal and sales 
appear to be limited only by availability of shipping. 
British exports last year were valued at £8,079,5§14. 

Small quantities have been imported into Britain in 
the past two years to meet local scarcities. The tonnage 
coming from Belgium this year is about a third of one 
week’s output of the British industry. Such imports 
are subsidised by the Cement Makers’ Federation ; 
unsubsidised they would sell at £6 1os. aton. An exten- 
sive programme of imports to relieve home shortages is, 
therefore, hardly feasible. 


It is not certain for how long high export prices will 
continue. Last year they were not expected to outlast 
the winter, but they have still shown no tendency to fall. 
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The reasons why British prices are so much lower than 
world prices are worth examining: at the beginning of 
the war the Cement Makers’ Federation inaugurated a 
system of voluntary price control which still continues. 
It is administered in conjunction with the Ministry 
of Works. Prices are not uniform over the country. 
A base price is fixed for areas within a five mile 
radius of each works or coastwise importing centre. 
There is no great variation in these prices, but the 
variations outside these areas are considerable, depend- 
ing on the distance from the nearest source of supply. 
In this way a series of circles is drawn round each supply 
centre, the price rising by 1s. a ton from zone to zone. 
Since the beginning of the war prices have risen by 58 
per cent, the latest addition being a flat rate increase of 
2s. 6d. a ton to meet higher transport costs. The price 
of building materials in general has risen 108 per cent. 


In the same period, the price of coal to cement pro- 
ducers (the largest single item in their costs) has risen by 
1§0 per cent and its thermal content has falien by perhaps 
8 per cent. Labour costs have risen by nearly 80 per 
cent per ton of cement produced, but are one of the less 
significant cost items. British selling prices probably 
cover direct production costs, leaving little or no margin 
for depreciation or capital replacement. 


The industry started the war with its plant in good 
condition. Some 2,250,000 tons of new capacity had 
been put in since 1934 and the more obsolete plant had 
been scrapped. In view of the length of time for which 
this plant has been working to capacity, and the even 
longer time during which the much older plant has been 
in service, it seems unlikely that any great allowance has 
now to be made for its depreciation. At the same time, 
large profits are being earned on cement exports. Asso- 
ciated Portland Cement Manufacturers Ltd., the group 
that produces about 87 per cent of the industry’s total 
output, last year earned only 19 per cent of its gross 
profits on cement sold at home, although home sales 
represented nearly 79 per cent of output by weight. 
(The group showed a gross trading profit of {6,130,000 
before tax.) Besides profits earned on direct exports, the 
sale of special cement products such as paints gives a 
good return, although the tonnage is small in proportion 
to total sales. Some profits come from the sale of lime 
and whiting. 

Such facts as these suggest that real production costs 
may be higher than prices would suggest. Today’s situa- 
tion arises largely because the industry is working with 
plant carrying only nominal depreciation charges and 
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because it can earn abnormatty high profits abroad. 
Capital costs have increased so much that any firm now 
entering the industry would need to sell at 22s. to 25s. 
a ton more than the prevailing prices. This would be 
more in line with world prices. Naturally the penalty 
is not so heavy for established producers, but even for 
them, as their new plants come in, their heavy capital 
costs must begin to be ‘reflected in their apparent 
costs of production, and may therefore have repercus- 
sions on the price structure. It is estimated that depre- 
ciation has risen from {2 15s. a year per ton capacity 
on the most modern of the prewar plants to £8 per ton 
capacity on the plants now being built. Within limits, 
the extra cost of plant extensions can be spread over the 
whole plant, but in the case of the three biggest schemes, 
some price review seems unavoidable. 

The Tunnel Portland Cement Company’s new plant 
in North Wales supplies an area that has no other plants. 
Therefore, although it is believed to be producing at a 
cost of 7s. a ton more than the plant which previously 
served the district, local prices have fallen by Is. to 4s. 
a ton. The difference is a saving on transport. The 
Rugby Portland Cement’s plant at Rochester will prob- 
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ably be less costly to operate, being, in effect, an extension 
to one of the most modern of the prewar plants. A price 
review is not anticipated, but should it prove neces- 
sary, it will be complicated by the proximity of 
several other, older cement plants belonging to Asso- 
ciated Portland. The biggest decisions will have to be 
made when the Associated Portland Cement Company’s 
Shoreham plant starts working. The company has a very 
old plant of 80,000 tons capacity now supplying the area ; 
it will not, as originally planned, be taken out of service 
when the new one opens. Some increase of local prices 
seems inevitable, though its extent cannot be predicted 
until it is known what proportion of these higher costs 
can be spread over the output of the company’s 28 other 
plants. Some members of the industry think that a price 
increase over the whole country will become inevitable 
during the next eighteen months. They have been 
driven to this conclusion by the ever-rising cost of the 
routine replacements needed to maintain a plant’s tech- 
nical efficiency—a factor for which little or no allowance 
is now made. Needless to say, the prospect is unwel- 
come to the Government, and it may be that the industry 
will find it politic to forbear to press its case. 


Business Notes 


- Waiting for a Lead 


Men and women in industry, looking for that resolute 
and skilful leadership that it is the privilege of governments 
to give in times of crisis, have been able to draw little light 
from the official and party pronouncements on industrial 
matters in the last week or so. What does the imminent 
rearmament programme require industry to do? Mr 
Gaitskell, the Minister of State for Economic Affairs, held 
a series of meetings last week with representatives of the 
British Employers’ Confederation, the FBI, and the TUC. 
But the purpose seems to have been no more than a pre- 
liminary canter over the field of industrial problems that will 
arise from the rearmament programme. There seems to have 
been no suggestion of any great hurry. “ Officials,” said the 
Government statement, “ were now carrying out an examina- 
tion of the possible impact of the programme on the national 
economy,” but there has been no hint that the impact might 
be sharp. Even the aim of policy was stated in a funda- 
mentally ambiguous way: 


The aim must clearly be to secure the increased output of 
equipment as rapidly and efficiently as possible, while at the 
same time causing a minimum of interference with economic 
recovery. 

No doubt: but what does “as rapidly as possible’ mean ? 
What is “a minimum ” of interference ? And, if the maxi- 
mum of speed and the minimum of interference prove to 
be incompatible aims in practice, which aim will rake second 
peace ? There are to be further meetings between repre- 
sentatives of specific industries and the production depart- 
mepts, and a committee of the National Production Advisory 
Council for Industry will meet the Minister again. But 
industry can hardly make a great united effort or indeed 


undertake any mew departures at all unless it gets better 
guidance than this. 


& * * 


Labour’s Intentions for Industry 


The policy (new style) of the Labour movement on the 
nationalisation or regimentation of industry can hardly fail 
to be read in relation to the danger of war and the need for 
rearmament. Industry is to be required to work at more than 


capacity, producing the tools of war in greatly increased 
volume without (it appears) relaxing its efforts to supply the 
tools of peaceful economic progress. This is the only pos- 
sible reading of the Government’s production programme at 
the stage it has now reached. It is a programme that will 
require much united effort and the making of many plans 
looking some way ahead ; this makes it all the more reason- 
able to ask for clarification of the Government’s other inten- 


tions towards industry. Is nationalisation to be extended 
to new fields, or not ? 


Labour party and TUC pronouncements have not yet 
begun to relate the two questions, A “ statement of policy 
and principles” by the party appeared on Monday under tie 
title Labour and the New Society. This statement (dis- 
cussed in its other aspects on page 399) reaffirmed the inten- 
tion to put the Iron and Steel Act into effect. Because the 
only other specific project of nationalisation that it re- 
affirmed was the innocuous one of water, some readers 
assumed (not unreasonably) that the proposals to nationalis¢ 
cement and sugar and “ mutualise ” industrial assurance had 
been dropped. But the party secretary, Mr Morgan Phillips, 
said at the press conference at which the new pamphlet was 
released that they had not been dropped at all ; they were 
still in the programme, and it had merely been thought 
better not to pin the Government down to a timetable. Mc 
Phillips could hardly have done more to rob the pamphlet 
of its one notable virtue or neutralise the one piece of good 
that it might have done. The industries concerned have been 
alarmed once again, and Lord Lyle has once more been 
thundering his defiance against “the boys from Blooms- 
bury.” The high entertainment value of Lord Lyle’s uttet- 
ances should not deflect attention from the fact that industry 


would seriously find it useful to know what treatment it has 
to expect. 


The Government’s expectation of life is uncertain, and 
no one knows what the character of its successor will be. 
But if the successor should be another Labour administra- 
tion, what will be in the programme ? Foreign exchang? 
control and the control of investment are in the programme. 
As things stand at present, they can hardly be expected t 
disappear, though their desirability as permanent insttu- 
ments of policy, which the Labour party now affirms, 1 
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A sensible policy for process steam—No. 17 


Steam pressures 
under control 


BY SPIRAX 


A common feature of the majority of process steam 
pressures is that they are higher then they need be. 

They are high because the standard of heat transfer is 
lower than it ought to be. 

The causes of poor heat transfer and the measures for 
improving it are described in earlier notes (Nos. 8 to 16). 
An improved rate of heat transfer will give a higher rate 
of plant output, or the same output at a lower steam 
pressure. Indeed both are possible, as is often the case. 


A change to lower pressures reduces steam costs, yet 
makes available a larger proportion of that heat in the 
steam which is most readily usable in process plant ; it 
eases the call upon boiler capacity and helps to reduce 
peak demands. 

A sensible policy for process steam might well begin with 
an examination of all process steam pressures. Find out 
the theoretical minimum pressure at which process 
requirements and rate of output can be met, then so improve 
heat transfer conditions that the pressure can be reduced 
as nearly as possible to that minimum. 


Correspondence to : Spirax Manufacturing Co. Ltd. 
(Economist Enquiries), Cheltenham, Glos. 


NOTES ALREADY APPEARED: Jan. 14, “A sensible policy for process steam " ; 


an. 24, ** Who controls your steam stores?” ; Feb. 11, “ Do you get full value from your 
sleam?; Feb. 25, “* What steam costing will tell youn "; March 11, “ Meter your steam 
to get the facts’; March 25, “ Why have a boilerhouse?”; April 8, “ Four pillars 
of process steam wisdom”; April 22, “ Process heat transfer decides plant earnings ” ; 
May 6, “ Resistant films r. process economy; May 20, “ The air film handicap on 
output"; June 3, “ Removing the air film handicap”; June 17, “ Water film against 
process output”; July 1, “ Individual steam separation”; July 15, “ How are your 
steam traps chosen?"’; July 29, “ Better steam trapping, better output economy.” 


Aug. 12, “ The steam circulation system.” STILL TO APPEAR: Sept. 9, “ Thermo- 
static control simplified ”; Sept. 23, “ Intelligent use of ‘ waste’ heat from steam “; 
Oct. 7, “ Flash stearn on the agenda”; Oct. 21, “ Better condensate retarn systems ” ; 
Nov. 4, “ A place for the automatic pump”; Ner. 18, “ Heat transfer summing up ” ; 
Dee. 2,“ The more you know about process steam "; Dee. 16, “ Two instructional courses 
for steam executives"; Dee. 30, “ For advice on process steam problems.” 





A HANDFUL OF TROUBLE 





Scale in steam boilers is an unnecessary cause of trouble and expense. It can 
be avoided altogether by the use of Calgon or other suitable phosphate in 
the boiler water — the modern way of preventing the trouble by curing its 
cause. First determine the composition of the feed water and then decide on 
the correct phosphate to use —a matter on which Albright & Wilson's 
Technical Service Department provide all the necessary information and 
help. Phosphate treatment saves far more money than it costs, and 
consultation with Albright & Wilson costs nothing at all. 
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What will our exports 
be in 1960! 


In 1950 exports of steel and steel goods are more than 
twice what they were before the war. 

How can we keep this up? The steel industry is 
spending millions every year on research to develop new 
steels for new uses. £130,000,000 has been spent by the 
industry in the last three years on new plant and buildings. 
And all the time the firms in the steel industry are 
competing to keep produc- 
tion up and costs down. 
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another matter. But on the intention of promoting further 
measures of nationalisation or not, it cannot really be said 
that any light has been shed at all. 


* a » 


TUC on Public Ownership 


In sudden contrast, the general council of the TUC has 
produced for submission to the Brighton congress a report 
on the public control of industry in which there is some 
plain speaking. This report examines briefly the working of 
nationalisation in the industries to which it has been applied, 
and while it speaks kindly of the efforts that have been made, 
it refuses to pronounce a verdict or draw any general con- 
clusion that might be held to justify any new adventures in 
nationalisation at present. It defends the Coal Board against 
charges of unreasonable price increases. Nationalisation of 
electricity is given credit for having “ made it possible to 
begin a planned expansion of generating plant and services,” 
Public ownership of civil aviation has permitted the building 
up of air services at a time when “they were inevitably 
uneconomic.” These are not lavish praises, and on 
nationalised gas and transport the report refuses to pronounce 
any opinion at all. In general it is held to be too early yet 
to judge the results with any confidence, and in any case 
they provide “little basis for judgment on the likely results 
of nationalisation in more competitive industries.” Finally, 
there is a plain hint to the draftsmen of political programmes : 

It is certain that there is a great deal still to be done to 

Improve the structure and operation of the publicly owned 
industries and common sense indicates that at the present 


time efforts should be concentrated on making such 
improvements. 


The report shows a rather more positive interest in the 
possibility of using other forms of public control to achieve 
the industrial purposes of the Labour movement—purposes 
that it takes to be “economic stability” (or full employ- 
ment), better wages and conditions, the greater equalisation 
of incomes, and “industrial democracy.” It gives guarded 
approval to the idea of “selective” and “ competitive ” 
public ownership—but declares with emphasis that if the 
State is to venture into industry in competition with private 
firms, then the competition must be genuine, with no con- 
cealed subsides. It recognises raw material conttols, licen- 
sing, and price controls as emergency devices that can be 
fully effective only in conditions of war or shortage ; “an 
ordered relaxation” may be all that is possible now. It looks 
at the Monopolies Commission and finds it depressing. With 
some penetration it picks out the structural weakness of the 
Development Council— 

the apparent contradiction in the statutory character of a 

body set up to promote voluntary action by an industry to 

reorganise itself 
—and recognises the fear of employers that development 
councils may prove to be a step to public ownership. 


The biggest surprise in the document is its selection of the 
statutory Board of Control as “an alternative method of 
public control over private industry which deserves further 
consideration ” ; the Iron and Steel Board, now deceased, is 
bravely quoted as an example. This would be an alternative 
to public ownership and to development councils alike. But, 
the report says, such boards would need one power that the 
Iron and Steel Board did not have—“ the power to set up 
their own undertakings, either to promote development which 
would not otherwise take place or to act as a yardstick of 
efficiency for the rest of the industry.” Can it be that the 
TUC and the British Iron and Steel Federation are not, after 
all, so far apart in their views ? 


* x * 


Dollar Loan for Australia 


Mr Menzies’ recent mission to Washington has borne 
some early fruit. The International Bank for Reconstruction 


THE ECONOMIST, August 26, 19596 


and Development has announced that a loan of $100 million 
is to be made to the Australian Government so that the 
Dominion can buy certain capital goods and equipment 
needed for public and private development projects over the 
next two years, The loan is for a term of 25 years and will 
carry interest at 3} per cent plus the usual World Bank 
commission charge of I per cent per annum. This seems 
to be the largest single loan made by the World Bank since 
its pre-Marshall Aid loans to France and the Netherlands 
in 1947. 

It is certain that the .Bank has made no loan with les; 
misgivings or fuss. Australia, with some £400 million of 
accumulated sterling funds, with a large (though dwindling) 
active balance on current account, and with an undisputed 
right of recourse to the sterling area’s rising dollar reserves, 
is Clearly a very good credit risk. Whether the development 
programme that this loan will assist is wisely timed from 
Australia’s own point of view is more open to doubt. In a 
recent article in the Financial Times, Sir Douglas Copland, 
the doyen of Australian economists, declared that “ Australia 
has not yet solved the problem of limiting the level of govern- 
ment expenditure in boom periods” since the “ Australian 
temperament is not altogether well suited to deflation.” If 
this means that the Dominion is temperamentally obliged to 
buy capital equipment at the very moment when the price of 
that equipment is likely to be soaring to a peak, then hopes 
that a sound economic basis will be laid to the development 
of its under-populated areas are likely to be disappointed. 
Mr Menzies reveals this week that plans for their develop- 
ment are very far-flung indeed ; when the present World 
Bank loan is exhausted another of $150 million is apparently 
in prospect. 


* * * 


Confusion in Base Metals 


Confusion has been the dominant note in the base metal 
market this week. On Monday the tin market recovered 
some of its poise after the setback of the previous week ; 
the London spot price jumped by nearly {50 to £820 a 
ton, against £768 on Thursday last week. Wednesday saw 
another relapse—the price slumped by £30, but recovered 
nearly half this loss on the following day. The market is, 
of course, operating under completely artificial conditions 
and it is bound to be erratic. Much will depend on whether 
the United States will once more restrict the industrial use 
of tin, or whether it will refuse to purchase for the stockpile 
at above a certain price. Arrangements are being made 
for the tin conference, which is to discuss the proposed 
commodity scheme in Geneva towards the end of October. 
In present circumstances this conference must seem some- 
what unrealistic and the American Government is more likely 
to press for the resuscitation of the Combined Tin Committee 
than for a scheme to guarantee profitable prices to producers. 


At the beginning of the week, the official New York price 
for copper at last started to rise. American copper consumers 
have been paying a premium of anything between 2 and 
5 cents a lb. above the official price of 22} cents a Ib. 
(£180 a ton) for some weeks. On Monday a small smelter 
raised its selling price to 245 cents a Ib. (£196) ; some other 
producers followed this lead, though the big concerns 
kept their official selling price at 224 cents a lb. The Ministry 
of Supply, raised its selling price by £16 to £202 a ton. 
By Wednesday, however, the fear that the higher price 
might induce President Truman to impose price control 
caused the smelters to cut their price back to 224 cents a !b., 
and the Ministry of Supply had no option but to reverse 
engines and its price to £186 a ton. 

Lead also became dearer this week. Its price in New York 
rose I cent to 14 cents a lb. (£112 a ton) and the Ministry 
raised its selling price correspondingly by £8 to {112 a ton. 
Zinc has so far remained unchanged but many consumers 


have to pay anything up to 3 cents above the official price of 
15 cents a lb. (£120 a ton). 
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Copper Price Quandary 


The higher copper price put the Rhodesian producers 
in a dilemma—a dilemma happily resolved two days later 
when the price returned to its former level. But the principle 
involved was an interesting one. Six weeks ago when the 
American import duty of 2 cents a Ib. was re-imposed on 
copper, the producers agreed “not to take advantage in 
their pricing arrangements with the Ministry of any increase 
n the American price due to imposition of the U.S. import 
duty.” The question was whether the recent rise in price 
was a reflection of the recently re-imposed import duty. 
Most American consumers have been paying more than 
244 cents a lb. for copper irrespective of the import duty. 
American base metal market, dominated by integrated 
concerns which are interested both in producing and consum- 
ing the metals, has found it politic to hold the price at a 
lower level than would have obtained in a more highly 
organised market. On this basis, Rhodesian producers tend 
to receive a lower price than they might otherwise get. 
But that is no argument for passing on to them the benefit 
of an American import duty. The British purchase price 
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YEARS TO JuNE 30TH 
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Operating expenditure ............. iveac ee 4,553 | 3,790 | 4,149 
Sock GIG esis ids venasrvechinvear | + 188 + 98| — 43) + 345 
Operating surplus (estimated) ............. . | 2,779 3,440 4,785 | 4,957 
London expenditure and interest (net). ; 116 108 | 92 | 72 
Provision for replacement and obsolescenve { 700 700 | 500 | 500 
Estimated profit before taxation ....... ‘+ 1a 2,632 4,193 | 4,385 
_ — — ee ee —— cee | aqereennmenes | meses eee 
Sales of blister copper (long tons) ............ | 54,662 | 62,059 70,966 69,350 
Production of blister copper (long tons)........ | 56,162 | 63,557 70,966 | 76,848 


clearly should be equivalent to that which the Rhodesian 
producers could earn by selling their copper in the American 
market. Such difficulties as these would not arise if dealings 
in copper were permitted on the London market. 


This situation helpseto explain why prices of Rhodesian 
copper shares have been slow to reflect the possibility of 
such an increase in the price of the commodity as occurred 
this week. Nchanga has been an exception, with a rise 
from 62s. 6d. to 82s. 6d. since the Korean war started ; 
this is explained by the company’s decision to raise its annual 
milling capacity to 108,000 tons from the recently attained 
level of 64,000 tons a year. Nor did the publication this 
week of satisfactory results of Roan Antelope and Mufulira 
for the full year up to June 30th (summarised in the accom- 
panying table) give the remainder of the share market the 
fillip it has been looking for, though some advance has been 
made. The most hopeful aspect of these results is the 
expansion in production, most marked in the case of Roan 
Antelope—which also succeeded in increasing its profit, 
before taxation, from £1,963,000 to £2,632,000. The modest 
rise in profit of Mufulira is due to the small increase in 
sales ; but since its output increased from 70,966 long tons 
to 76,848 long tons of blister copper, a bigger profit is 
possible in future periods. Rising production on the 
Rhodesian copper belt, most marked in the latest quarterly 
results, is a reassuring sign that the shortage of fuel which 
has dogged the efforts of the producers in recent years, has 
been eased. 

® ® & 


Legerdemain in France 


It is at first sight peculiar, and really remains so even 
upon closer scrutiny, that to secure command of francs the 
French Treasury should have to borrow dollars in the United 
States. Yet that seems to be the reason for the $225 million 


425 


of loans that the French Treasury arranged last week with 
a syndicate of twenty-five American banks headed by the 
Chase National Bank and J. P. Morgan and Co. The first 
loan is for $200 million in three portions—$50 million for 
three years, $50 million for four years, and $100 million 
for five years. The shortest portion carries 2} per cent, and 
the others are at 2} per cent. The second loan of $25 million 
is also at 2} per cent, and is by way of unsecured 90-day 
bills renewable three times. 


The curious explanation of these borrowings is that the 
Banque de France cannot lend any more francs to 
the French Treasury without specific approval from the 
Assembly, but it can lend more to the French Stabilisation 
Fund as and if the latter’s foreign exchange reserves increase. 
The Treasury has, therfore, resorted to borrowing dollars 
in the United States. It will sell these dollars to the Stabili- 
sation Fund, which will invest them in United States 
Treasury bills or certificates of indebtedness ; it seems in 
fact to be a condition of the $200 million loan that such 
bills or certificates should be bought and deposited with 
the lending banks as collateral. The Stabilisation Fund will 
pay the Treasury for these dollars by borrowing French 
francs from the central bank on the strength of the increase 
in its foreign exchange holdings. All this is apparently being 
done in the name of orthodox finance—in fact, of course, 
the inflationary significance of the real outlay to be 
“ financed ” in this way will not be decreased by the para- 
phernalia of this borrowing in New York. The French 
Government, however, is faced by the fact that public 
response to a bond issue would certainly be poor and that 
the commercial banks are unwilling to increase their hold- 
ings of Government paper. So long as the level of “ real” 
savings out of current income (whether lent for active use 
or hoarded in idle cash) permits the Government to step up 
its real investment programme, some way to break through 
the legal and psychological shackles on its borrowing powers 
must be found. 


* * * 


Auction or Allocation for Wool? 


Wool prices during the 1950-51 season are expected to 
reach new high levels. The war-time stocks held by the Joint 
Organisation had by the end of June been reduced to under 
500,000 bales, so that almost 10 million bales have been sold 
within five years. The remaining stock consists largely of 
inferior types, and in the first half of the current season only 
250,000 bales of it will be offered against 550,000 bales in 
the first half of last season. If world wool production in- 
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creases by three per cent as expected, available supplies 
would still be a million bales less than the actual rate of 
consumption in 1949-50. Hence if no allocation scheme is 
introduced for raw wool, prices will tend to rise until effective 
demand is curtailed to this reduced level of available supplies. 
But demand during the current season is likely to expand— 
first, because a high level of incomes is being maintained in 
the United States and Europe ; secondly, because demand 
for service uniforms will almost certainly increase ; thirdly, 
because America—if not other countries too—wishes to 
accumulate a strategic reserve. 


If the reduced supplies of wool are to be channelled to 
cover military requirements, then one of three things must 
take place. The price of wool at the auctions could be bid 
to such a height as to make its use unprofitable for certain 
civilian purposes. The auction system could be replaced 
by an international allocation scheme. Or countries such as 
the United States that desire to increase their demand for 
wool for strategic purposes could at the same time limit their 
commercial demand for wool by restricting domestic produc- 
tion of certain civilian manufactures. The American Govern- 
ment is known not to favour the maintenance of a free market 
under present conditions, if only because it would permit 
other merchants to outbid American buyers in the hope of 
later reselling the wool to the United States at even higher 
prices. 

* * * 


America and the Wool Market 


The American Government suggested to Mr E. 
McCarthy (the Australian Deputy High Commissioner in 
London), during his recent visit to Washington, that some 
method should be instituted to enable purchases for strategic 
purposes to be made outside the market and at fixed prices. 
Mr McCarthy actually went to the United States to get 
American backing for the Commonwealth scheme to 
“ stabilize” wool prices. This scheme is virtually the same 
as that operated by the Joint Organisation: it would 
guarantee a minimum price to the wool grower without 
providing any ceiling for the consumer. The American 
Government was not very sympathetic, since wool prices 
are likely to remain at a very profitable level for wool growers 
for some time to come: it was more concerned with securing 
an adequate supply at reasonable prices. 


As a method of allocating scarce supplies during a phase 
of urgent rearmament, the unfettered price mechanism may 
have its disadvantages. But it is very questionable whether 
they outweigh those of the only alternative methods. A 
system of “planned” allocations might prevent prices 
from rising sharply, but on what basis would a country’s 
legitimate needs be assessed? None of the postwar years 
can be regarded as normal, and the pattern of trade prewar 
was vastly different. The political difficulties inherent in 
any international allocation scheme would be almost insur- 
mountable. During the recent war allocation was successful 
because Britain and America were the only large wool con- 
sumers and their aggregate demand was much smaller than 
available supplies. Indeed, by the end of the war Britain 
had accumulated a stock of 10.4 million bales of wool—a 
stock that the Joint Organisation has now almost liquidated. 


x + * 


Malaya Earns More Dollars 


In the six months ending June, 1950, Malaya has 
recorded a favourable trade balance for the first time since 
the war. Imports were valued at {129 million and exports 
at £140 million, giving a surplus of {11 million compared 
with a deficit of £17 million in the corresponding period 
of 1949. Malaya has in fact gained from the higher price 
of rubber, particularly ia the second quarter of the year. 
Rubber exports amounted to 458,000 tons and were valued at 
£68 million, while tin exports (38,300 tons) yielded £22 
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million. These two commodities alone accounted for 
cent of Malaya’s total exports during the period. 


Malaya has fully maintained its position as the Common. 
wealth’s largest dollar earner. Exports of rubber to the 
United States (167,085 tons) were valued at £24 million and 
shipments of tin (27,034 tons) at £15 million. As imports 
from America amounted to only £4 million, Malaya’s net 
dollar earnings totalled over £35 million or U.S. $103 million 
at the present rate of exchange, Thus despite the devalua- 
tion of sterling, Malaya earned approximately U.S. $38 
million more than in the first half of 1949. Judging from 
present trends in both the rubber and tin markets, it is 
likely to make an even more substantial contribution to the 


dollar earnings of the sterling area during the second half 
of the year. 


Although the United States is Malaya’s largest market, 
Britain is its largest trading partner. In the first six months 
of this year, Britain took £20 million of its exports, of which 
£14 million was rubber. On the other hand Britain provided 
£27 million worth of its imports consisting mainly of con- 
sumer goods and metal manufactures. Indonesia is Malaya’s 
third largest trading partner. During the period Malaya 
received £27 million worth of goods from this source, mainly 
in the form of primary products for transhipment from Sing:- 
pore. Méalaya’s exports to Indonesia totalled {£11 million 
Britain, the United States and Indonesia together accounted 
for almost half of Malaya’s total trade. 


79 per 


* x * 


Export Volume in 1950 


The detailed trade figures for July add little to the 
impression gleaned from the provisional data that wer: 
discussed in a note on page 382 of last week’s issue. The 
volume of exports for the month has been estimated at 
163 per cent of the 1947 level compared with 153 per cent 
in the second quarter and 157 per cent in the first quarter. 
Exports of the three categories food, drink and tobacco, 
chemicals, drugs and dyes and non-ferrous metals and manu- 
factures each reached record proportions. The main item 
in the non-ferrous group was the shipment of 3,092 tons 
of tin—the largest quantity for about four years—most of 
which went to the United States. Exports of motor cars 
declined somewhat owing to a sharp fall in shipments to 
Australia. But exports to Canada continued to increase and 
Canada became Britain’s chief market for new cars and 
chassis for the first time in history. Among textiles, exports 
of wool manufactures continued to expand—particularly to 
the United States and Canada—while exports of cotton 
goods continued to decline. 


The buoyancy of the export drive can be seen from the 
accompanying table, which shows the volume of exports based 
on the Board of Trade’s index numbers. In the second 
quarter of this year, the volume of exports declined slightly 
but it was appreciably higher than twelve months ago. The 
full force of the export drive is perhaps better appreciated 
when it is realised that the volume of exports in 1947, the 
base year for the index numbers, was approximately the 
same as that in 1938. In other words, the quantity of goods 
shipped abroad this year has been some 50 per cent larger 
than in the prewar year. That is indeed an achievement. 
Most of the rise in the value of exports has in fact been due 
to the larger quantity. The volume of exports in the first 
half of this year was 11 per cent more than in the corres- 
ponding period of 1949, while prices of exports during the 
period rose on average by between 4 and § per cent. 

The much larger volume of raw materials exported is duc 
almost entirely to increased shipments of coal and home 
grown wool ; exports of both of these commodities were very 
small in 1947. During the past three years, manufactures 
have increased by 55 per cent. Vehicle exports have expanded 
rapidly during the past nine months. Machinery has also 
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DOES YOUR FILING 


DO THIS? 


House Correspondence, ete., SAFELY. 
Prevent Misfiling. 

Reveal Facts at Sight. 

Provide for Forward Action. 

Give Name, Address, "Phone No., etc. 
Hang Neatly—Last Indefinitely. 
Signal Days and Months in Colour. 
Reveal Borrowed Documents. 





TRADE INTRODUCTIONS 
FOR 
IMPORTERS AND EXPORTERS 


The Bank of New South Wales offers a 
valuable trade introduction service placing importers 
and exporters in touch with their counterparts 


in Australia and New Zealand. 


As the largest commercial bank in these territories, it 
offers the best medium for developing trade with 


Australia and New Zealand. 


Becaus sy hi ‘stem sh ec 
Aah. ceee aah os ain cok-aee ause nowadays your filing system should be the nerve centre 


BANK OF 
NEW SOUTH WALES 


ESTABLISHED 1817 HEAD OFFICE, SYDNEY. 


LONDON OFFICES: 29 Threadneedle Street, E.C.2, 
and 47 Berkeley Square, W.! 


of your business—not just a place to store papers. 


Try to visualise your present cabinets with shannographic filing . . . 
Instead of flimsy files which demand thumb-fumbling you can 
see all the files... Flat ... Box-like . . . with the contents totally 
enclosed against (a) dust (b) misfilig. 

Each file is separate, hanging from a metal frame by metal hangers, 
The flat top goes right across the whole of the file. Which means 
(INCORPORATED IN NEW SOUTH WALES WITH LIMITED LIABILITY) you have far more room for the name of the company, its address(es), 


*phone number(s), executives’ names 


GB50018 Colour-charting makes mistakes impossible. Coloured signals make 





forward dating easy. And ready-printed numbers 1 to 12 and | 


to 31 can be used for dates (or as a code for progressive action). 


| It’s worth your while to check your filing. 
| 
| 
| 
| On the front of each file there is also provision for a slotted-in card. 
| It can be used to note papers borrowed from the file—by whom, 
| and when. It is also used for cross-references or for annotating data. 


And these files don’t wear out—need no frequent replacement. 


Trustees Once in position they last for years. 
Your business can have this far more comprehensive filing system. 
on First-cost is moderate. It fits all standard cabinets, And since 
your business needs filing of some sort why not have the system 
Holi da that earns its way in several different directions ? 
2 


Attach the slip below for the full story of shannographie filing for 
general purposes. Tick the extra service(s) it gives from the list 
below. Full details will be sent you by return. 


When your trustees are a 
SOSH HSSEECSHHHECEEEOHSESE ES OR RETO EES él y SOCSSOSHECEHOERE LEHR EERE EHH E Ee ee cevese 
on holiday, or are ill, aman ' YSTEMS) 


urgent matters affecting 


FIRST IN FILING 


your financial affairs may 





not receive attention, The Shannen Limited 
The Bank can act alone or as one of your trustees and is available on 148 Shannon Corner New Malden Surrey. 
all business days. Useful information about the Bank’s Executor and BRANCHES AT: Kingsway (Londen), Birmingham, Bristol, Cardiff, Clasgew, Leeds, 
Leicester, Li i, Manchester, New 
Trustee services is provided in a booklet obtainable at any of our I am interested in the shannographic plans (ticked). Please send me full details by 
return, free of obligation. 
branches, 1, Company Secretaries. 8. Personnel. 
2. Sales. 9. Advertising. — 
3. Exports. 10. Arehitects-Surveyors. 
LLOYDS BANK 4. Accountants. ll. Property. 
§. Stocks & Purchases. 12. Printing. 
LIMITED 6. Production. 13. Plant & Maintenance. 
7. Factory Manager. 14, Textiles. 
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increased but not so sharply, while exports of iron and steel 
have been rising steadily since the end of the war and now 
occupy third place in value. The volume of cotton goods 
exported was much smaller than in the first half of 1949, but 
exports of wool manufactures were larger. Other textiles 
were also above their 1949 level, though exports of apparel 
were less. Cutlery and electrical goods were smaller than 
last year, but pottery exports have been increasing steadily 
during the past six months. 

VoLuME oF Britatn’s TRADE 
(Board of Trade Index Numbers) 


Retained Imports Exports 
Food | Food, . 
° Raw Manu a Raw Manu- 
| Tobacco Materials factures Total eee Materials factures| Total 
i — 
1947....| 100 | 10 | 100 | 19 | 100 | 100 | 100 | 10 
1948 .... 102 104 lll 105 | 138 | 153 | 12% | 12 
1949 :-— | i | 
Ist Ote 101 | 105 115 106 | 144 1890 | 145 | 144 
Qnd ,, 109 120 126 115 | 128 | 153 | 136 | 135 
Sed, 112 { 125 125 118 | 129 164 132 | 132 
4th ,, 6} a 112 6. 4°38 7 oR 142 | 147 
Year .. 110 117 120 1144 | 143 | 184 139 | 139 
1950 
Ist Qtr. 110 233 1. 2a 111 | 167 256 156 | - 
| 75: 


2nd ,, 112 | 138 130 123 | 140 213 154 


The volume of imports in the first half of this year was 
some 7 per cent higher than in 1949 while import prices have 
risen by about 10 per cent. Larger quantities of food (in 
particular grain and dairy produce) have been received, but 
the main increase has occurred in raw materials. Exception- 
ally large quantities of rubber have been imported during the 
first six months and of oilseeds and paper-making materials 
during the second quarter. Imports of raw wool and iron ore 
and scrap have also been larger than a year ago. On the 
other hand receipts of raw cotton, timber and non-ferrous 
metals have been smaller. 


Shorter Notes 


The Austin Motor Company has confirmed the receipt in 
the last few days of an order for “ some thousands of British 
light four-wheel drive vehicles exclusive of engines” to be 
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made to the specifications of the fighting vehicles division 
of the Ministry of Supply. The order for the engines ha; 
not yet been placed. The company states that production 
to this order will be additional to the normal work of the 
Longbridge factory and “ will not affect home and export 
markets.” 

* 

Another electric power contract at Seattle, the second this 
year, has been awarded to an American firm in preference 
to a British firm which had submitted a much lower tender. 
The (American) General Electric Company’s tender to 
supply two transformers at a price of $370,000 has been 
accepted ; the British competitor, Ferranti, Ltd., had quoted 
$232,000, but it has been stated in Seattle that the British 
firm was not able to meet the delivery date requirements. 

x 


Plant for the manufacture of silicones is to be installed ip 
Britain by Albright and Wilson Limited. For the past four 
years the firm has been acting as British distributor for the 
American Dow Corning Corporation which developed the 
silicones and is the largest producer in the United States, 
Silicones are used in a number of forms, including varnishes, 
rubbers, greases, fluids. Their most remarkable and most 
valuable characteristic is the wide range of temperatures 
within which they maintain their properties. Silicone rubber 
remains flexible over the entire temperature range between 
minus 110 deg. F. and §00 deg. F. 


x 


In the face of opposition from a group representing 35 per 
cent of both classes of preference shareholders the Tunnel 
Portland Cement scheme for segregating the group’s over- 
seas assets has been abandoned. 


* 


Offers of 10 year convertible notes are shortly to be made 
to shareholders of Freddies North Lease Area and Freddies 
South Lease Area to finance the increased cost of bringing 
the mines to the production stage. The notes will carry 
interest at § per cent and the right to convert into 10s. 
ordinary shares at par up to the end of 1952. The amounts 
of the issues will depend on the extent to which the present 


options to take up 10s. shares at par by September 12, 1959, 
are exercised. 





SECURITY PRICES AND YIELDS 


A fuller list containing 366 securities appears weekly in the Records and Statistics Supplement. 
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nm) Net yields are caicuiated after allowing for tax at 9s. in £. 
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COMPANY MEETINGS 


BLEACHERS’ ASSOCIATION, LIMITED 


JUBILEE YEAR 


TAXATION UNDERMINING EFFICIENCY AND PROGRESS 
SIR WILLIAM CLARE LEES’ REVIEW 


The fifty-first annual general meeting of 
Rieachers’ Association, Limited, was held on 
August 18th in the Assembly Room, Biack- 
friars House, Parsonage, Manchester. 


Sir William Clare Lees, Bt. (the chairman), 
presided. 


In proposing the adoption of the report and 
accounts, Sir Williem said: 

Ladies and gentlemen,—May I take it that 
the report and accounts, which have been 
circulated, be taken as read ? 

Since we last met we have suffered the 
loss of our chairman, Sir Alan Sykes. Sir 
Alan was the last of the original directors of 
ihe company and had been cliairman for 34 
years. He was greatly looking forward to pre- 
siding at this jubilee meeting but, to our great 
regret, he died on May 21st. Your directors 
have done me the honour of appointing me 
190 the chairmanship in his stead. 

During the year Mr T. H. Cooke has been 
elected a director of your company. Mr 
Cooke has already been closely connected 
with us in his capacity of managing director 
of one of our associated companies. We are 
well assured from our knowledge of him and 
experience of his energy and ability that his 
appointment to our board will be of material 
advantage to the company. You will be asked 
at a later stage in the proceedings to confirm 
this appointment. 


This is our jubilee year. I am glad that 
it happens to coincide with a year in which 
the trading results have not only maintained 
but have improved upon the increase 
recorded last year. As this is the second year 
m which the accounts have been presented 
in accordance with the requirements of the 
Companies Act, 1948 we are able to supply 
you with the comparable figures for last year, 
and these you will find printed in red on the 
balance sheet. 


INCREASED RESERVES 


The association’s balance sheet, after the 
additions made during the year and the deduc- 
uons in respect of sales of property and the 
provision for depreciation, shows a small 
reduction in the value of the fixed assets. 
Shares in subsidiary companies show an 
increase of about £75,000—reflecting the cost 
of an addition to one of our subsidiary groups 
—and the total of our investments appears at 
the fairly substantial figure of £1,473,700. 
Current assets are increased this year by 
neatly £325,000. There is an increase of 
£143,000 in advances to subsidiary companies 
representing the additional working capital 
required by our branches. Tax reserve certi- 
ficates are increased by £100,000 and cash at 
the bank by £117,000. 


On the other side of the balance sheet it 
will be seen that the reserves have again 
been strengthened—the general reserve by 
£100,000 and the contingencies fund also by 
# further £100,000. The need for this reserve 
is emphasised by the inadequate amount we 
are allowed to deduct for the depreciation of 
our assets before taxation. I shall have some- 
thing more to say upon that subject a little 
later on. You will see that in the profit and 
loss account the total charge for income-tax 
and profits tax against the year’s profits 
amounts to £418,223—an increase of more 
that £88,000 over the amount charged in the 
previous year. 


In comparison with the Jarge amount 
required for taxation. the balance of the profit 


and loss accoun. available for distribution and 
reserves is only £364,117—an increase of 
£67,000 over Jast year. 


MODEST RETURN ON CAPITAL 


There are no important changes in the 
consolidated accounts cther than those 
recorded in the balance sheet of the associa- 
uon, amd these, in the main, reflect the 
increased liquid resources of the company. 

There is, however, one fact to which I 
should like to refer and which is best illus- 
trated by reference to the consolidated 
accounts. If we add to the balance of the 
consolidated profit and loss account the 
amount paid in debenture interest and the 
amount transferred to the taxation allowances 
equalisation account, we arrive at a figure of 
£484,260, which represents the profit avail- 
able to remunerate the whole of the capital 
employed in the group. In this capital I 
include the debenture stock, which is an 
essential part of the capital employed, as also 
are the capital and revenue reserves and the 
undistributed profits. 

The amount of capital so employed in the 
business is nearly £8,500,000 and the profits 
available for its remuneration are equivalent 
to rather less than 6 per cent. on that amount. 
By no stretch of imaginajion can the profits 
of the business be termed excessive. 


You will have observed from the report 
of the directors that we are proposing the 
payment of a dividend on the ordinary stock 
at the rate of 5 per cent., so repeating last 
year’s payment. In addition to that it is 
recommended that a special jubilee bonus at 
the rate of 24} per cent. shall be paid on the 
ordinary stock, and we have provided a sum 
of £25,000 for the payment of a bonus to 
the employees of the association in propor- 
tion to their length of service. I feel sure 
we can count on your approval of this pro- 
posal which enables our employees to join 
with the stockholders in celebrating the 
jubilee of the association. 


CLOTH OUTPUT 


We have had many ups and downs in our 
fortunes during the 50 years which have 
passed since the formation of the Associa- 
tion. For the first 12 years the output of 
the looms of Lancashire steadily increased 
until in 1912 the production reached the 
colossal total of 8,000 million yards. Of that 
production of cotton piece goods in the grey 
state 31 per cent. (roughly 2,500 million 
yards) was bleached, mainly for export, and 
we got our share of that very large volume of 
cloth. Over 1,000 million yards of that out- 
put was exported in the white state to the 
three main piece goods markets of the world 
at that time—India, China and South 
America. By 1937 the total output of the 
looms had —- to 3,600 million yards, 
the proportion bleached having fallen to 254 
per cent. of that greatly reduced total. Since 
the end of the war the average annual output 
of grey cloth has been about 1,745 million 
yards, but latterly it has been at an increasing 
rate and in 1949 amounted to just over 2,000 
million yards. When the figure giving the 
proportion bleached is published, it will prob- 
ably be rather less than 500 million yards— 
barely one-fifth of the maximum attained in 
1912. Little wonder that under these condi- 
tions it was found necessary to concentrate 
Our output into a much smaller number of 
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units. Had we not done so, we should not 
have been in the sound position in which 
we find ourselves today. 


Over the last 20 years we have branched 
cut into a number of activities of various 
kinds, and this has enabled us to open up 
some of the works which had been closed 
in addition to embarking upon other enter- 
prises in different places. 


During the year several of your directors 
and members of the staff have made journeys 
abroad in the interests of your company. 
The United States, Canada and several 
European countries have been visited, thus 
keeping us in touch with what is going on 
in other places. 


PENAL TAXATION 


The question of taxation, to which I re- 
ferred a moment or two ago, is one of most 
serious moment not only for the shareholders 
of limited liability companies but, above and 
beyond that, it is undermining the efficiency 
and progress of all manufacturing industries. 
It is not primarily a political party question. 
Whichever party may be in power, great 
and fundamental changes must be demanded 
il th. ‘ndustrial fabric of the nation is to be 
modeinised and maintained in an efficient 
condition 


There are two factors which are operating 
against industry at the present time—the first 
is the tax on profits, distributed or reserved. 
which is unscund in principle and dis- 
criminatory in its incidence. The pena! tax 
of 30 per cent. on dividends paid to share- 
holders has no justification on the ground of 
checking inflation. On the contrary, it is a 
not unimportant contributory to the main- 
tenance of the inflationary trend. In many 
instances it is extracting money which would 
have been retained in the business either for 
additional working capital required on 
account of higher prices or for extension or 
replacement of plant, thus maintaining and 
building up the capital structure of the nation. 
Instead of being directed to those objects the 
money so extracted is being dissipated 
through excessive Government expenditure, 
which is encouraging the country to live 
above its means. A standard of living in 
excess of that which is justified by the 
volume of national production is being main- 
tained in part by distributing in benefits the 
working capital of industry and the funds it 
needs to maintain its fixed capital. That can- 
not go on indefinitely without serious conse- 
quences. The tax on undivided profits is 
even less defensible. 


The other factor is the inadequacy of the 
amount allowed for depreciation in the com- 
putation of profits for assessment to taxation. 
In earlier times the present basis of allow- 
ing depreciation on the original cost did not 
work out too badly, the cost of machinery did 
not vary a great deal and so replacement was 
provided for more or less at the end of the 
life of a machine. But today, with the pre- 
sent cost of replacement, which is most un- 
likely ever to return to the original cost, the 
depreciation allowed before taxation is quite 
inadequate. 


This dual attack on the financial structure 
of industry must in time undermine its 
stability and delay replacement which should 
be effected, thus lowering the whole efficiency 
of the country. 


The total abolition of the profits tax, a 
lower differential rate of income tax on profits 
retained in business and a realistic revision 
of depreciation allowances in order to pro- 
vide for replacement are urgently called for 
if this country is to maintain its competitive 
place in the markets of the world. 


ECONOMIC DANGERS 


Although inflationary pressure has not 
been halted, it has been held somewhat in 
check by the combined effect of increased 
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production, the slowing down of the demand 
for wage increases and the stabilisation of 
dividend distribution, though the Govern- 
ment has made no corresponding effort to 
reduce national expenditure. This salutary 
display of national self-discipline is now 
threatened by the abandonment by the 
T.U.C, of their firm advocacy of this policy 
during the -past two or three years-—a course 
of action clearly against their better judg- 
ment. Retail prices in the home market 
have only increased by 1 per cent. during the 
first six months of this year. Where, then, 
is the justification for the abandonment of 
a policy based upon the economic dangers 
in which the country is involved and a clear 
realisation of the safeguards needed if we 
are to come through those _ difficulties 
unscathed? The dangers of this weakness in 
leadership may be grave in consequences in 
the years to come, These tendencies, coupled 
with the strangulating effect of the discri- 
minatory taxation levied on that part of the 
capital of the nation which is risk-bearing, 


.must have a depressing effect upon those 


who heretofore have been the driving force 
of the industrial enterprise upon which this 
country has thrived in the past, and in the 
long run will tend to dry up those sources of 
revenue upon which the Exchequer relies to 
balance the Budget. 


THE OUTLOOK 


The volume of our own production has 
again been somewhat greater than in the pre- 
ceding year, aided, as it has been, by a some- 
what larger output from the weaving section, 
coupled with the importation of a consider- 
able volume of foreign-made grey cloth 
brought in by our customers for finishing 
and re-export to those of their regular 
markets in which the demand could not be 
met by the output of British looms. It is 
upon the continuance of both these sources 
of supply that the fortunes not only of the 
export trade in cotton piece goods but also 
those of this Association depend. Should the 
volume of cloth available for bleaching and 
finishing be reduced, that would undoubt- 
edly have a detrimental effect upon our 
results. 


It is with these uncertainties in my mind 
that I find it even more difficult than usual 
to give any indication as to the prospects of 
the year we have now entered upon. So far 
the results are encouraging, but much may 
happen before March next year. One thing 
you can rely on; every one working in the 
Association will continue to put forward the 
whole of those energies which have in the 
past year yielded such satisfactory results and 
which will doubtless be equally successful, 
given an adequate supply of raw material to 
work upon. Without this, however hard we 
work we cannot produc* results. 


In conclusion, I wish to express, not only 
on my own behalf but also, as I am sure 
you would wish it, on yours, our thanks to 
the management board and their co-directors, 
to our branch and departmental managers, 
and to that large and loyal body in the 
administrative and operative fields, collec- 
tively and individually, for their work during 
the past twelve months 


In moving this resolution, which I will 
ask Mr Reynolds to second, I should like to 
tell you that I have received several letters 
from stockholders criticising the smallness of 
the dividend and the provision for the bonus 
to the workpeople. One stockholder has 
suggested that an amendment should be 
moved reducing the amount set aside for the 
bonus for the workpeople and, alternatively, 
making a reserve for the ordinary stock- 
holders. 


I would remind you that it is not within 
the competence of this meeting to consider 
any resolution going ourside the business of 
an annual general meeting as defined in the 
articles, nor can the accounts be amended— 
they can only be received or rejected. I 


would also remind you that under article 116 
of the articles of association, no dividend 
shall exceed the amount reconynended from 
time to time by the board. It is, however, 
competent to this annual general meeting 
to reduce the dividends recommended should 
they so desire. 

With regard to the rate of dividend, the 
directors are not prepared to entirely dis- 
regard the Government’s request for the 
limitation of dividends even if they were so 
disposed, although they have felt justified in 
recommending the Jubilee bonus distribution 
to stockholders. The need for retaining sub- 
stantial sums to meet the heavy cost of re- 
placements, the increased value of stocks and 
the normal requirements for the progressive 
development of the business would in itself 
compel us to restrict our dividend policy for 
the time being in the long-term interests of 
the stockholders. 

With regard to the bonus to the work- 
people, it should be borne in mind that dur- 
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ing the period to which I have already ra 
ferred, the workers suffered long years 
hardship and loss of wages owing to ee 
time working and many lost their jobs, whi! 
we were losing some of the nominal value of 
our capital We cannot do anything ¢.. 
those who permanently lost their em; 
ment, but we did feel it was only right thy 
we should join those of our workpeople wh 
had stood by us and weathered the storm 
with us in our Jubilee celebrations. n 
confident that the vast majority of our 
holders will approve of our action. 
Mr R. C. Reynolds seconded the resojii. 
tion and the meeting approved the repor 
and accounts. 
The retiring directors were re-elected an4 
the fees of the joint auditors, Messrs Jones 
Crewdson and Youatt and Messrs. P. and | 
Kevan, were fixed. 
A vote of thanks to Sir William Clare Leo; 
Bt., for presiding was moved by Mr E. R 
Clark, J.P., and carried unanimously. . 


for 
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TELEPHONE RENTALS, LIMITED 


SUCCESSFUL YEAR: HIGHER PROFITS 
IMPORTANT SERVICES TO INDUSTRY 
AUTHORISED CAPITAL INCREASED 


MR FRED T. JACKSON ON THE OUTLOOK 


The twenty-first annual general meeting 
of Telephone Rentals, Limited, was held on 
August 21st at Caxton Hall, Westminster, 
S.W., Mr Fred T. Jackson, O.B.E., Comp. 
1.E.E., chairman and joint managing director, 
presiding. 

The secretary, Mr G. H. Field, read the 
notice convening the meeting and the report 
of the auditors. 


The following is the chairman’s statement 
circulated with the report and accounts for 
the year to December 31, 1949:— 


Your directors are very pleased to report 
a successful year, which has yielded a higher 
profit than the one reviewed ending Decem- 
ber 31, 1948. 


PROFIT AND LOSS ACCOUNT 


The profit of the company for the year, 
before providing for taxation, is £366,475, 
as compared with £322,034 for the previous 
year. The various appropriations made from 
this profit are detailed in the profit and loss 
account and the income-tax charged, amount- 


ing to £113,390, includes a reserve based on. 


the profits for the year now under review. 


You will observe that we have debited 
against our profit the sum of £88,175, repre- 
senting the writing off of the balance of our 
goodwill, after having reduced the total by 
the amount of our free capital reserves. 


We have not considered it necessary this 
year to add to the appropriations of £50,000 
which we made last year to a contingencies 
reserve, nor to the £10,000 reserve for sup- 
plemental pensions. I should, however, tell 
you that when the current year ends, that is 
1950, we shall most probably pass a further 
sum to supplemental pensions reserve for the 
reasons stated in my address to you for the 
year ending December 31, 1948. 


_ In the case of pensions, I would just men- 
tion in passing that we introduced a revised 
pension and life assurance scheme on July 1, 
1950, which is more in keeping with the 
present-day conditions and adequately caters 
for those members of our staff who will be 
eligible to join. 


We have transferred a further £20,000 
to the general reserve, bringing it up to a 
total of £320,000. After making these appro- 


priations, providing for the dividends on 
both the preference and the ordinary shares, 
and setting aside £34,740 for distribution to 
employees under the company’s profits par- 
ticipation scheme, there remains an unappro- 
priated balance of profit of £67,158 to be 
carried forward to the current year. 


BALANCE SHEET 
The value of our revenue producing instal- 
lations has been increased during the yea 
by £356,744, and the reserve for deprecia- 
tion by £126,341, so that the net tota! value 
now stands at £1,803,897. The ratio of our 
rentals to the net total value of our instualla- 


tions represents approximately 1.75 years’ 
rent. 


We have decided to eliminate the figure 
of goodwill from our balance © sheet, 
thereby fulfilling the intention expressed in 
my statement to you on June 29, 1948. In 
order to accomplish this purpose you wil! 
see from the balance sheet that we have 
utilised the whole of our capital reserve 
account, and our development reserve, which 
we consider is no longer required, and the 
balance required to liquidate the total of 
£196,926 has been charged against our profi! 
and loss account. 


Under the heading of subsidiary com- 
panies the only figure which has altered is 
the amounts due from subsidiary companies 
The substantial increase in the debt due to 
the parent company is attributable to the 
appreciable expansion of our three main 
subsidiaries, Electro-Rentals. Limited, whose 
work lies in the refrigeration field and 1s 4 
vital necessity in these days of food shortizes, 
and our Irish and South African companies 


STOCKS 


The only other figure which calls for com- 
ment on the assets side of the balance sheet 
is that of stock and work in progress, whic" 
shows a reduction of £64,207 from that o 
the previous year. It is our constant 
endeavour to reduce our stocks still further, 
for they have of necessity been large 
account of the long delivery period required 
by our manufacturers. However, now t'' 
the delivery position is showing considerD!: 
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improvement it should be possible gradually 
to reduce the amount of stock held and thus 
release some of our capitai to help meet 
current commitments. 

Referring now to the other side of the 
balance sheet, our issued capital was in- 
creased in March, 1949, by the issue of 
400.000 44 per cent. cumulative preference 
shares, details of which I gave you in my 
statement last year. As a result of this issue 
the share premium account shows an increase 
of £12,624, though our total capital reserves 
have been depleted to the extent of £108,751 
by the transfer of the two items to goodwill 
already mentioned. The total of the com- 
pany’s capital, reserves and surplus _ is 
(2,223,866, as compared with £1,906,484 at 
the end of 1948. 


Current liabilities are greatly reduced from 
the 1948 figure as a result of the above- 
mentioned issue, and the nature of the items 
comprising the total of £473.041 shows that 
there is small scope for further reduction. 


CONSOLIDATED BALANCE SHEET AND PROFIT 
AND LOSS ACCOUNT 


The consolidated balance sheet and con- 
solidated profit and loss account follow a 
vmilar form to the accounts of the holding 
company, and this year include a full year’s 
working of the South African subsidiaries. 

It is not necessary for me to comment in 
detail on the consolidated accounts as the 
tems are quite straightforward and can 
readily be fol'owed. 


Finally, the profit of the groun before 
taxation is £388,286, and after making the 
various appropriations, the balance of unap- 
propriated profits carried forward applicable 
‘© «the holding company’s shareholders 
noumts to £86,454. 


CAPITAL 


You will doubtless have noted that we 
propose to increase the authorised ordinary 
capital by the creation of 2,000,000 ordinary 
hares of 5s. each. We have no intention of 
issuing these immediately, but as the busi- 
ness grows it is esseniial that we should 
have these available as and when required. 


Our reserves now reach a_ substantial 
figure, even though we have written off the 
rem of goodwill. These reserves are not 
Lguid but they are employed in the business 
nd, subject to the consent of the Capital 
Issues Committee, we propose in due course 
to make a free bonus issue to shareholders 
cf 400.000 ordinary shares of 5s. each, paid 
up by utilising £100,000 of such reserves. 


THE YEAR IN REVIEW 


I should like to emphasise that the busi- 
ness carried on by your company is a highly 
specialised one and is of such a nature that 
we need continually to be training executives 
for the more important positions. Because 
t is so specialised, we, unlike many other 
businesses, have no trained reservoir from 
competing businesses on which to fall back 
and so are dependent on our ability to 
illract progressive young men to our organi- 
sation for traning. It is a business which 
on the high level administration requires 
great attention to detail and concentration of 
thought as to the best way in which we can 
promote business and industrial efficiency 
throughout the country. 


1 do not know if it is generallv realised 
how important are the services we offer to the 
industrial community as a means of reducing 
Overheads and expediting internal and ex- 


ternal transactions in every kind of organisa- 
lion. 


_ During the year under review we have 
Seen successful in obtaining a high average 
of additional annual rents, month by month, 


er 


© consolidating and improving the stability 


of the business to such an extent that we 


can look forward to further success in the 
future. 


Looking forward into 1950, of which over 
seven months have already expired, the new 
business secured is very satisfactory and I 
can safely state that the current year will be 
at least equal to 1949, 


GOOD SERVICE TO SUBSCRIBERS 


Last year at our annual meeting I told you 
something of our organisaiion. I need not 
repeat this, for the organisation I outlined 
then is still in existence and very little 
change has been made, apart from minor de- 
tails where possible weaknesses im service to 
our subscribers have shown themselves. 
Good service to our subscribers is, in our 
opinion, the most imporiant service we can 
render not only to them, but also to vou as 
shareholders, in the future interests of your 
company, As an example I might mention 
that we have a very large number of sub- 
scribers in the London and Home Counties 
areas. 

In order to give the best service we are 
decentralising our organisation in the London 
and Home Counties area and setting up four 
areas. In effect, these are four branches, 
each with a separate manager and chief engi- 
neer and staff, all under contro! of head office. 
This is something which cannot be done by 
a stroke of the pen We bélieve in going 
slowly and safely, and one London branch is 
already operating very successfully within its 
own areéa. 


SUCCESS OF PROFIT SHARING 


I think I ought to mention that we take 
great pride in your company being a good 
company as far as employees and stail are 
concerned. Some of you may remember 
that a few years ago we inuoduced a profits 
Participation scheme, in accordance with 
which employees who qualified were entitled 
to a share of the profits in proportion to 
salaries earned and length of service. This 
scheme has been a very great success and 
our employees who are participants in the 
scheme are most enthusizstic, regarding them- 
selves practically as shareholders in the busi- 
ness. We confidently hope that you regard 
them in the same way. That is not to say 
that those who are not yet participants in the 
scheme are less enthusiastic, for they put for- 
ward their best endeavours to qualify for 
participation. 

You will remember that we opened a sub- 
sidiary company in South Africa. I am 
pleased to inform you that this company, too, 
has been a success right from inception, and 
already a very substantial rental has been built 
up in that country. In addition, we have been 
able to instil into our staff there the same 
high ideal of service as that which exists 
throughout the whole organisation in this 
country. . 


TRIBUTE TO EMPLOYEES 


In concluding, I would hke, on behalf of 
the management, to express cur keen appre- 
ciation of the very excellent work put in by 
all our employees throughout the organisa- 
tion. Yet this is only to be expected when 
many of them are the equivalent of share- 
holders, and the remainder hope to be in due 
course. 


The report and accounts were unanimously 
adopted; the proposed dividend was 
approved ; the retiring director, Mr Campbell 
Cochran, B.L., was re-elected and the 
remuneration of the auditors, Messrs. Chas. 
W. Rooke Lane and Company, was fixed. 


A resolution increasing the capital of the 
company to £2,000,000 by the creation of 
2,000,000 ordinary shares of 5s. each was 
unanimously passed. 


431 


EDGAR ALLEN COMPANY, 
LIMITED 


MR W. H. HIGGINBOTHAM’S REVIEW 


At the fifty-first annual general meeting 
of Edgar Allen & Company, L:mited, held 
on August 23rd at Imperial Steel Works, 
Sheffield, the chairman (Mr W. H. Higgin- 
botham, F.S.A.A., F.S.S.) said that the total 
value of sales, though less by some 4 per 
cent. than the record level of the previous 
year, was maintained at the average of the 
three exceptional years 1947-1950, recession 
in certain sections being made good by 
improvement in others. 

As compared with the previous year the 
“net worth” of the business (i.e., the aggre- 
gate of capital and reserves) had increased 
by £159,081 to £1,487,443. Total. assets at 
£2,095.524 were higher by £152,299 and 
external liabilities, totalling £543,031 were 
less by £6,782, while the excess of current 
assets over those liabilities had risen by 
£128,261 to £959,503. 

CURRENT ASSETS INCREASE 

Under the head of current assets, now 
totalling £1,502,534 and showing 4 net in- 
crease of £121,479, stocks and work in pro- 
gress valued at £743,718 were higher by 
£12,313, sundry debtors were lower by 
£83,110 and were practically back to the 
1948 level, while cash balances had : ained 
by £192,276 and now stood at £198,673 
which compared with a bank overdraft of 
£81,253 two years ago. 

Current liabilities and provisions on 
external account amounted to £237,157 and 
showed a reduction of £32,207. This was 
offset by an increase of £22.449 in the amount 
due for income tax and profits tax (£110,246) 
and of £1,976 in the net dividend appro- 
priation. The total of current liabilities thus 
showed an over-all reduction of only £7,782. 

The paid-up value of ordinary share capital 
was now restored to £430,945 by the addition 
of £143,648 derived as to £90,000 from the 
excess profits tax refund account, and as to 
£53,648 from general reserve in accordance 
with resolutions passed on March 30th last. 
Total revenue reserves now stood at £750,454 
as compared with a paid-up capital of 
£730.945, and showed a net increase of 
£105,557. 


ESTIMATE OF “NET WORTH” 


Any estimate of “net worth” of capital 
employed in the business on the basis of 
present-day values should have regard to. the 
surplus of roughly £950,000 over book values 
shown by professional valuation of their fixed 
assets two years ago. Adding this to the 
aggregate of capital and reserves gave a total 
of £2,437,000, and if from this be deducted 
the capital employed in subsidiary com- 
panies and in the form of trade investments 
Gn total £194,188) they were left with a 
figure of some £2,250,000 as the currently- 
valued net worth of their undertaking as a 
going concern, apart altogether from the 
value of goodwill. 

The profit and loss account showed a net 
gain for the year of £437,083. Of this, net 
trading income, after depreciation, staff pen- 
sion contributions and remuneration of 
directors (five of whom were full-time 
executives) amounted to £384,988 which was 
less by £15,791 than the previous year’s 
figure. On the other hand, income from 
investments and from subsidiaries at £52,095 
was larger by £23,832. After providing for 
taxation of the profits to the extent of 
£240,000 (or roughly 55 per cent.) there re- 
mained as taxed income £197,083. 

The volume of orders on hand was satis- 
factory though less in total value than a year 
ago. Arrears of deliveries were being re- 
duced and competition was keener both in 
regard to price and delivery dates. They 
had continued their research activities. 

The report was adopted. 
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Statistical Summary 


EXCHEQUER RETURNS 


For the week ended August 19, 1950, total 
ordinary revenue was {£71,1135,000, against 
ordinary expenditure of £102,531, 000 and issues 
to sinking funds £40,000. Thus, including 
— fund allocations of £4,738, 000 the surplus 

crued since April Ist is £76,718,000 compared 
with £38,662,000 for the c orrespondiug period a 
year ago, 
ORDINARY ANO SELF-BALANCING REVENUE 
AND EXPENDITURE 
eceipts into the 
Exchequer 
(f{ thousand) 












Esti- [april 1,April 1, | 
Revenue mate, | 1949 | 1950 | Week | Week 
1950-5 to to ended | ended 
Ang. — Aug. | Aug. 
20, 20, | 19, 
£000 | 1949 | 1920 1949 | 1950 






ORDINARY i 


REVENUE 
Income Tax...... 1388¢ 316,146. 306,305) 26,273) 23,280 
POOR sak cess 120,000 29,500 29,70% 800 600 


Estate, etc —— 195,001 

Stamps oi oa 50,006 
5 

Profits Tax ie? 270,006 

Other Tnlar ad Rev. 506 

SpecialContributna. 4, 50% 


71,600 71,550} 3,500 3,200 
19,200 18,965 700 600 
88,060 78,620) 6,200 5,400 
18,700 5,508 900 

80 50)... ee 
11,500 2,300 400 80 


fotal Inland Rev. 202800 554, 786 512, 388] 38,778, 33,160 






OCRPGSGNE. 5 ook 0c es 870,65¢ 305,554 329,446 18,693 20 49% 
BOS 6 cciicsese 713,150) 276,100 278,900) 8,505: Lt 1,090 
Total Customs and 

OS FRCS 1583800) 581,654: 698, 346] 27,198 50,496 
Motor Duties... . 56,000 9,016! ry: NZ 5 
Surplus WarStores' 535,000} 46,753, 10,48 622 4 
Surplus Receipts 

trom Trading 85,009) 4,945, 30,974 5,900 
P.O. {Net Receipts) 550: 5,20 550, 2,300 
Wireless Licences. 15,000) 3,040 31 ned 
sundry Receipts. . 27,00 7,560 6,215 


Miscell. Receipts 

(ia. Crown Lands) 70,000] 22,015 21,246] 2,197 153 
4{— —___— ____..} ..__, __ 
Total Ord. Rev... |3897800,1229598 1208157] 59, wn >, 71, 113 





Seir-BaLancine 
Post Office .... | 172,150] 61,100 60,700] 3,100) 2,200 
Income Tax on 


E.P.T. Retands 5,78 3,432, 3,773 165 199 


Total ; 407565012 93930 1272630! 12,6 510 73, 512 

















ssues out of the Exchequer 
to meet payments 
(¢ thousand) 








Esti- 1Aprit L{April 1, 
mate, | 1949 | 1950 | Week! Week 
1959-5 to {| to fended! ended 
Aug. Aug. | Aug. | Aug. 
20, | 19, 20, | 19, 
£°009 1949 | 195) 1949 | 1950 
OR OINARY ; 
LXPYNDITURE i 
Int. and Man. of 
Nat. Debt..... 490,000) 190,496) 190,964141,196 42,947 
Paymeats to N. | 
SORA. . bine es 36,000; 11,581 12,131 
Other Cons. Fund 
Services ...... 11,000 4 5,012, 3,997 39 184 
Yotal aisle alana dhol 537, 000) 2 207,089 205,256) 41,255 45, 231 
Supply Services .. 2918 169, 9,979, 043, 920,445] 79,500, 59,300 
Total Ord. Expd.. 3455069,1186135,112670 120735 102531 
Sinkiag Funds... . e 4,604 4,738 40 
Total (excl. Self- | 
Bal. Expd).... 55069, 1190737 115145 1207 35 5102571 
Seve-BaLaNcinGe 
Post Office. ...... 172,1 61,100 60,700 3,100, 2,200 
Income Tax on 
E.P.T. Refunds 5,7 5,432 5,77 165 199 


etm >... 363: 291 1255269 1195 gia: 24000 104970 





Atter Sa Exchequer balances by £429,069 to 
(3,157,920, the other operations for the week increased 
the gross National Debt by £43,057,254 to £26,196 million 

NET RECEIPTS (¢ thousand) 
Nil 
NET ISSUES (£ thousand) 
Post Otfice and ee (Money) Act, 1948 ‘ 320 


Pe I i Se ig sido ee 0s ends cawdbes 245 
Export Guarantees Act, 1949, BR, MUR ice detde ovine 291 
Local Authorities Loans Act 1946, 8. H}........ 3,600 
Cieematograph Film Production (Special Loans) 

Re CUE. Rarer ns teenies OS 300 
Cotten (Centralized Buying) Act, 1947, s. 21(1). 3,000 
Overseas Resources Development Act, 1948 s. 17(1) 

Geena Fe os oe eo ae obs chs ox 119 


Miscellaneous Financial Provisions Act, 1946: 
S. 20) War Damage : War Damage Commndanion 3,000 
Finance Acts, 1946 and 1947 (Postwar Credits).... 295 


Printed in Great Britain by by Sr. Clements 1S Press, Lrp., Portugal St., oe: London, W.C.2. 
at 22, Ryder Street, St. James's, London, $.W.1. 


CHANGES IN DEBT (¢ thousand) 


Receiets 
Tax Reserve Certs. 554 
Other Debt :— 
Intertial ....... 103 
Ways & Means Ad- 
vances pa Ce 


Treasury Deposits 25,000 


62,567 


PAYMENTS 
Treasury Bills .... 14,747 
Nat. Savings Certs 1,150 
24%, Def. Bonds. 90 
3%, Det. Bonds... . 465 


3% Ter. Annuities 1,598 
Other Debt :-— 
External ...... 1,661 


19,511 


FLOATING DEBT 


i million) 













Ways and 





















ney TE tee | tons 
Date na ee De- | Float- 
Bank }| posits ing 
{ Public ot by Debt 
Tender tay Depts Eng- | Banks 






1949 






















Aug. 20] 2500-0; 2237-3] 326-3, 1-3 |1189-0]6053-8 
| 
1950 4 
May 771] 3050-0] 1812-0] 439-1 4-0 | 400-0 5705-1 
June 3] 5070-0) 1838-7] 431-2 5729-4 
» 40} 3080-0) 1765-2] 413-2)... 5653°4 
"371 3090-0! 1784-8] 411-9 2-0 5638-7 
"941 3100-0 | 1769-7] 421-4 4-0 5645-1 
i 4856-9 404-2 | 12-5 5625-6 
july 61 5120-0) 20354- 587-4 917 S 
, 26] 3120-0) 2046-9] 380-9 5-0 5919-3 
” 921 3130-0) 2025-9] 396-2)... 5932+1 
” 291 3140.0) 1969-4] 382-8 5897 +2 
Aug 3140-0| 1934-9] 374- 5854-3 


5140-0) 1936-0 


) 
19} 3140-0 1921 









TREASURY BILLS 


(4 million 


















> 





Per 
Amount Cent 
Date ot a Allotted 
Tender See ete at 
fered \ppl " Allottec Min 

























200-0 287-4 | 200-0 10 5-64 60 





1950 | 
May 19 | 250-0 | 3512-5 | 250-0] 10 3-13 13 
26 | 240-0 | 295- 240-0 10 3-47 77 
June 2 | 240-0 | 543-5} 240-0] 10 2-64 57 
» 9 | 240-0 | 317-8 | 240-0] 10 3-08 67 
» 16 | 240-0 | 299-6 | 240-0] 10 3-33 75 
,» 235 | 240-0 | 315-4 240-07 10 3-06 63 
» 30 | 240-0 | 302-4 | 240-0 10 3°2) 13 
July 7 | 240-0 506-4 | 240-0] 10 4-19 72 
» 14 | 240-0 | 327-1 | 240-0] 10 2-90 63 
» 21 | 240-0 | 335-4 | 240-0] 10 2-78 6 
«» 28 | 240-0 | 340-8 240-0} 10 2-72 58 
Aug. 4 | 250-0 | 335-7 | 250-0 1) 2-81 64 
i’ na | 504-8 | 240-0 3.32 713 
$12 240-0 3-23 7 











On nome 18th applications for 91 day bills to be paid 


from August 2lst to August 


Monday to Saturday as to abou 


applied for at £99 17s. 5d., 


26th were accepted dated 
t 70 per cent of the amount 


and applications at higher 


prices were accepted in full. Treasury Bills to a maximum 
of £230 million are being offered for August 25th. For 
the week ending August 26th the banks will be asked 
for Treasury deposits to a maximum of £20 million at 


182 days. 


NATIONAL SAVINGS 


(, thousand) 
















Savings Certificates ;- 
SNOUNNOR... si censttekabs 
Repayments ........ eee 


Net Savings 
Defence Bonds :~ 

OR os cinsovedeeas 

Repayments ........ oes 


i 
P.O. and Trustee Savings 
Banks :— 
NOES OES ace cedenks 
Repayments ..... *. 


Net Savings ....... weeds 


Aug. 13, | Aug. 12 





Week Ended 






1949 1950 








2,000 ; 1,500 












32,150 
2,300 | 2000 | 49,400 
” 300 Dr 500 \orI?,.250 
535 315] _ 
799 20,164 


264 555 Wr 3.524 






11,492 | 12,221 


238,542 
12,687 


265,197 
“Dri, 85 st 





2 4,655 














Total Net Savings......... 
Interest on certificates repaid 
Interest accrued ,.......... 
Change in total rem aining 

imvested.........; 








US. Representative : R. 



















11,759 Dr2,906- 
462 444 
2,327 2,415 


106 


w55, 129 
10,706 
45,586 


20,549 












} 935 


S. Farley, Lil, Broadway, New York, 6.-—-Saturday, August 26, 1950. 
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BANK OF ENGLAND 
RETURNS 


AUCUST 23, 1950 
ISSUE DEPARTMENT 
£ 


Notes Issued:- Govt. Debt. 


In Circulation 1307,483,177. Other Govt. 11,915,100 
iu Bankg. De- | Securities ... 1557,290,479 


partment .. 42,873,646 Other Secs.... 
Coin (other 


689,572 


than gold)... 1,013,449 


| Amt. ol Fid, 





SD cs 60 6-6 1359,000,0% 
| Gold Coin and ; 
| Bullion {at 
248s. Od. per 
| oz. fine)..... 356,823 





1350,556,823 | 


BANKING DEPARTMENT 


Capital ... 
GS wreaths 3,875,288 Other Secs.:- 
Public Deps.:- 264,609,136 Discoun/s and 


Public Accts.* 15,090,606 Advances... 14,44] 
H.M. Treas. Seourtties.... 29 90) 


Special Acct. 246,518,530 


Other Deps.:- 379,567,911 


f f 
eee 14,553,000 Govt. Secs.... sit 6, 941 441 


1350,356 R45 


»4a5 


wh 
kv 


Bankers..... 283.338,628' Notes........ 42,873,646 
Other Accts.. 96,229,275! Col. ces ccece 5,927,763 
662,605, 335 662,605, 335 

* Including Exchequer, Resins Banks, Commissioners 


of National Debt and Dividend Accounts 


COMPARATIVE ANALYSIS 


(4 million) 

















Notes in Seamer’ depart- 
A ee 
Government debt and 
securities* . 
Other securities 
nS 6x cheb oboe ae vem 
Valued at s. per fine ot... 
Banking Dept. :-— 
Deposits :-— 
Public Accounts ........ 
Treasury Special Account 
SN cas £64 cececka ae 
CUBR 6s ccc cen ereeseres 
ae cvecnecovce 
Securities :— 


Government....ccscosce 3 591-5 
Discounts, ete........+ cs ‘lo 14-2 
RUE ns ccm d «h.0 mh obsieee 54 25:4 
Total. see eesescoee ene 6-8 6351-1 
Banking dept. res......... *§ ST-l 


“ Proportion ” 


* Government debt is £11,015,100, capital £14,553, 
Fiduciary issue raised from £1, 300 million to / 
million on June 27, 1950. * Including £1,015,849 
other than gold coin 


1,350 


wal 


‘THe Economist” INDEX OF WHOLESALE 
PRICES 


(1927 = 100) 





Other foods ........... | ya7-3 | 156-0 | 156-0 


Textiles 
Minerals. . . 
Miscellaneous 


epee 3 Dk. Y 297-5 
Revised. 


GOLD AND SILVER 


The Bank of England's official buying price I 


cesveceane 147-1 | 176-6 | 174-0 
Complete Index ........ 105-3 | 195-2% 195-0 


¥G8-4 





gold 


was raised from 172s. 3d. to 248s. Od. per fine ounce 08 
September 19, 1949, and the selling price to auth mised 


dealers from 175s. Od. to 252s. Od. per fine ounce 
cash prices during last week were as follows :— 











iNew York, Bombay 


London 













spot 






SILveR GoLD 


Bombay 
per tola 








a. S | 3 

Aug. 17.. sn. ils 

. ae 6s Ut Oh | 177 13 | 113 

» 19.. | Markets Closed | 177 14 | 1S 

si 63 7249 | WW 4 113 

a cs 63 72 ; 1% 10 a4 
” | 






“tT T8., 





| a 


Set 


th & tO & ao mm af Os ™O DW 


a wee os as 





